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WASHINGTON,  D.C. 


THE  JANUARY  AND  FEBRUARY  ISSUES 


With  this,  ths  first  issue  of  Volume  II  of  Foreign 
Agriculture,  we  are  inaugurating  an  annual  review  of  the 
progress  and  results  of  agricultural  aid  programs  in  the 
principal  foreign  countries. 

This  year,  because  of  the  desirability  of  including 
considerable  background  material,  it  was  found  necessary  to 
present  the  information  in  two  issues.  In  the  current  is- 
sue are  included  the  developments  in  the  major  industrial 
countries  of  the  world,  which  are,  of  course,  the  principal 
importers  of  our  agricultural  products.  A  discussion  of 
governmental  policies  in  the  principal  agricultural  export- 
ing countries  will  appear  in  the  February  issue. 
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FOREIGN  AGRICULTURAL  POLICIES  - 
A  REVISE  AND  APPRAISAL* 

The  period  since  the  "beginning  of  the  world  depression 
has  witnessed  the  development  of  exceedingly  active  agricul- 
tural policies  in  practically  all  foreign  countries.     The  gov- 
ernmental intervention  in  hehalf  of  agriculture  has  assumed 
highly  diversified  forms,  ranging  all  the  way  from  protection 
against  imports  through  simple  customs  duties  to  far-reaching 
state  control  of  all  phases  of  agriculture  in  the  totalitarian 
states . 

The  large  decline  in  agricultural  exoorts  from  the 
United  Sta.tes  since  1929  must  he  attributed,  to  a  considerable 
extent,  to  the  decline  in  imports  and  the  rise  in  production 
in  the  deficit  countries  resulting  from  these  policies.  Our 
exports  have  also  "been  affected  by  the  intensification  of  com- 
petition or  world  markets  from  other  sumlus -producing  coun- 
tries, caused,  in  part  at  leat. .. ,  by  governmental  policies.  It 
is  therefore  of  value  to  appra.lse  from  time  to  time  the  objec- 
tives and  results  of  farm-a,id  developments  abroad. 

In  the  current  issue,  the  agricultural  policies  of  the 
five  leading  deficit  countries  -  the  United  Kingdom,  Germany, 
France,  Italy,  and  Japan  -  are  briefly  reviewed  and  appraised. 
An  examination  of  the  policies  of  surplus -producing  countries 
is  left  for  a  subsequent  issue.     The  deficit  agricultural  coun- 
tries considered  in  this  issue  constitute  the  most  important 
foreign  outlets  for  American  agricultural  products,  accounting 
in  the  past  for  between  60  and  70  percent  of  our  total ■ agricul- 
tural exports. 

Introduction  and  Summary 

S_itu_ation  in  predepression  years 

Prior  to  the  recent  world  depression  the  agricultural  policies  of 
most  foreign  countries  tended  to  be  passive  in  character,  in  sharp  con- 
trast to  those  of  later  years.     It  is  true,  of  course,  that  encouragement 
of  agriculture  has  alw  ys  been  an  article  of  faith  of  most  governments. 
But  in  the  predepressi.  .  period  this  encouragement  was  largely  indirect 


♦Based  largely  on  reports  received  from  the  foreign  field  offices  of  the 
Bureau  of  Agricultural  Economics. 
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and  confined  to  such  matters  as  agricultural  research,  education  and 
extension  work,   improvement  of  agricultural  credit  and  marketing  machin- 
ery, and  more  or  less  extensive  measures  of  land  distribution  and  set- 
tlement.    In  addition,  almost  all  countries  had  developed  a  system  of 
tariff  protection  for  domestic  agriculture,  which  in  many  cases,  judged 
by  predepressicn  standards,  was  by  no  means  low.    But  in  the  light  of 
later  developments  such  protection  appears  to  have  been  moderate. 

In  general,   it  may  be  said  that  international  trade  and.  exchange, 
on  which  the  development  of  world  agriculture  since  the  middle  of  the 
nineteenth  century  has  so  largely  depended,  resumed  in  the  post-war  years 
prior  to  1930  the  forms  prevalent  before  the  World  War.     Triangular  or 
multiangular  trade,  long-term  commercial  treaties  with  an  unconditional 
most-favored-nation  clause  assuring  a  certain  stability  of  tariffs  and 
giving  equality  of  status  to  all  trading  nations  bound  by  such  treaties, 
and  the  guiding  function  of  price,  which  was  obstructed  but  could  not  be 
displaced  by  tariffs  -  these  continued  as  the  central  features  of  inter- 
national trp.de  to  which  the  agricultural  economics  and  policies  of  all 
countries  were  geared. 

The  collapse  of  agricultural  prices  daring  the  period  1928-1930 
and  the  ensuing  depression  changed  the  whole  complexion  of  things.  Gov- 
ernment intervention  to  aid  agriculture  became  exceedingly  active  every- 
where and  assumed  manifold  forms.     There  are  discernible  in  all  this 
variety,  however,  certain  broad  objectives.     In  the  first  place,  the  ag- 
ricultural policy  of  virtually  every  country  aimed  to  bolster  up  the 
tottering  structure  of  farm  prices  and  also  alleviate  the  burden  of  farm 
debt,  which  grew  heavier  as  prices  fell.     In  a,  number  of  cases,  espe- 
cially of  debtor  countries,  agricultural  policies  were  also  influenced 
by  the  urgent  need  to  reduce  imports  while  exports  were  declining  and 
thus  avoid  an  abnormal  dislocation  of  the  balances  of  international 
payments.     Finally,   in  certain  countries  there  was  the  definite  aim  of 
achieving  agricultural  self-sufficiency.     This  latter  idea  did  not 
originate  with  the  depression  but  was,   in  fact,   implicit  in  the  inten- 
sification of  economic  nationalism  since  the  World  War.     The  depression, 
however,  and  the  resulting  international  financial  difficulties,  which 
adversely  affected  the  ability  of  many  countries  to  purchase  abroad  or 
to  discharge  their  foreign  obligations,  ga^e  the  tendency  toward  self- 
sufficiency  a  new  impetus. 

But  it  was  the  rise  of  the  totalitarian  or  fascist  states,  first 
in  Italy  and  subsequently  in  Germany,   that  endowed  this  movement  with 
the  extraordinary  significance  it  possesses  today.    For  self-sufficiency 
here  is  not  merely  a  distant  goal  to  be  leisurely  achieved  or  an  emer- 
gency product  of  a  depression  but  is  a  pivotal  point  of  the  whole  economic 
policy,  adopted  for  ideological,  political,  and  military,  as  well  as  for 
economic,  reasons  and  resolutely  put  into  practice  with  all  the  power  and 
authority  of  a  totalitarian  state. 
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The  lowering  of  the  standard  of  living  that  is  well-nigh  inevit- 
able in  the  pursuit  of  self- suf f i  c  i  e  nc  y  does  not,  as  a  rule,  prevent  the 
execution  of  such  a  policy.    Moreover,  military  cons iderat ions  have  re- 
cently strengthened  the  tendency  toward  agricultural  self-sufficiency, 
not  only  in  totalitarian  but  also  in  democratic  countries  like  the  United 
Kingdom,  for  instance,  which  earlier  in  the  depression  had  abandoned  its 
traditional  free-trade  policy  with  respect  to  importation  of  foodstuffs. 

Methods  of  gove rnment  ir.terv e nt io n 

Foreign  trade  and  exchange  control:    A  variety  of  methods,  some 
quite  familiar  and  others  novel,  have  been  employed  to  accomplish  the 
afore-mentioned  objectives,     The  price-bolstering  aim,  which  was 
so  prominent  in  agricultural -relief  programs  of  practically  every  govern- 
ment, dictated,  as  a  rule,  the  divorce  of  domestic  and  world  prices  of  a 
particular  commodity  or  group  of  commodities  in  order  to  maintain  the  do- 
mestic prices  at  a  higher  level  and  shelter  the  domestic  market  from  the 
adverse  effect  of  world  conditions.    For  commodities  on  an  export  basis, 
export  subsidies  and  dumping  were  the  means  used  to  set  up  or  maintain 
a  two-price  system.     These  were  supplemented  sometimes  by  bilateral  trad- 
ing agreements,  many  of  which  were  tinged  with  political  significance. 

In  importing  countries,   import  restrictions  were  employed  to  main- 
tain prices  of  domestic  products  and  to  facilitate  the  attainment  of  self- 
sufficiency.     It  is  particularly  in  this  field  of  import  restrictions 
that  significant  changes  have  occurred  since  the  depression.     The  checks 
on  tariffs,  provided  either  by  international  treaties  or  by  domestic 
legislation  (requirement  of  parliamentary  approval  of  tariff  rates,  for 
instance)  were,  for  the  most  part,  dispensed  with  so  that  tariff  changes 
could  be  effected  by  quick  administrative  action.     Thus,   tariffs  became 
more  flexible  and  much  less  stable  and,  with  the  virtual  abandonment  of 
the  unconditional  most-favored-nation  clause,  much  more  discriminatory. 
But  in  any  event,   tariffs  were  soon  eclipsed  in  importance  as  an  instru- 
ment of  protectionism  by  the  spectacular  rise  of  quantitative  restric- 
tions in  the  form  of  quotas  and  import  monopolies  and  exchange  control. 

Not  only  in  continental  Europe,  where  it  has  long  been  used,  but 
in  Great  Britain,  too,  the  quota  device  has  played  a  prominent  part  in 
the  new  protective  system.    From  quotas  to  import  monopolies,  which 
prior  to  the  depression  were  hardly  known  outside  the  Soviet  Union,  l/ 
was  only  a  step;  and  this  step  was  taken  in  the  Netherlands,  Germany, 
Czechoslovakia,  and  other  countries. 

Of  even  greater  significance  was  the  development  of  a  system  of 
foreign-exchange  control.    While  the  origin  of  such  control  lies 

1/  Tobacco  monopolies,  however,  which  usually  include  foreign  trade, 
have  long  existed  in  a  number  of  countries.     They  were  established  mostly 
for  fiscal  purposes. 
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primarily  in  monetary  end  financial  difficulties,  it  has,  nevertheless, 
involved  a.s  "the  inevitable  corollary"  a  selective  control  of  imports.  2/ 
for  the  purpose  of  adapting  foreign  trade  to  the  new  system  of  exchange 
control,  bilateral  clearing  agreement s  have  been  widely  developed,  par- 
ticularly in  Central  and  Southeastern  Europe.    As  a  result,  foreign  trade 
in  this  area  of  the  world,  which  includes  as  important  a  country  as 
Germany,  has  tended  to  assume  a  strictly  bilateral  character,  approach- 
ing barter,  which  has  bean  replacing  tie  normal  processes  of  triangular 
or  multi angular  exchange.     The  importance  of  price  as  a  controlling 
factor  in  foreign  trade  transactions  has  teen  greatly  undermined  by  this 
as  by  other  quantitative  controls.    Buying  and  selling  operations  have 
been  conducted,  not  in  the  most ' advantageous  markets,  but  where  the  ever- 
shifting  foreign-exchange  regulations  permitted  such  transactions. 

This  distortion  of  the  mechanism  of  international  trade  is  inten- 
sified when  clearing  agreements  are  utilized  as ' weapons  for  "balancing 
the  trade  between  two  individual  countries.     They  militate  especially 
against  the  trade  of  third  countries,  such  as  the  United  States,  which 
have  an  active  balance  of  trade  (excess  of  exports  over  imports)  with 
parties  to  such  compensatory,  arrangements. 

Foreign-exchange  control  may  be  considered  as  a  substitute  for, 
or  a  measure  of  protection  against,  currency  devaluation,  which  has 
been  used  widely  as  an  instrument  of  commercial  policy  since  1931.  De- 
valuation tends  to  have  a  price-boosting  effect  on  the  internationally 
traded  commodities,  which  include  many  farm  products.     It  acts  as  a 
check  on  imports,  because  of  higher  prices  for  imported  goods,  and  may 
provide  a  temporary  stimulus  to  exports  when  there  is  a  lag  between  the 
rise  of  domestic  prices  and  the  depreciation  of  the  currency.  Practi- 
cally all  agricultural  exporting  countries  have  adopted  or  have  been 
forced  by  competition  to  resort  to  this  expedient.    But  devaluation, 
like  other  artificial  methods  of  stimulating  exports,  tends  to  engender 
reprisals  in  the  form  of  increased  import  restrictions;  while  the  latter, 
in  turn,  often  make  necessary  export  aids.    Thus  export;  aids  and  import 
restrictions  become  interrelated  and  cumulative  in  character. 

Internal  measures:     Foreign  tra.de  control  has  been  supported 
and  supplemented  in  a  number  of  countries  by  various  measures  for  the 
regulation  and  control  of  the  internal  market.    Mixing  regulations,  where- 
by a  larger  proportion  of  domestic  and  a  smaller  proportion  of  foreign 
grain  are  prescribed  in  the  milling  of  flour,  were -among  the  early  and 
frequent  examples  of  such  domestic  market  control.    But  its  sweep  greatly 
increased  in  the  course  of  the  depression;  and,   instead  of  being  largely 
ancillary  to  foreign  trade  control,  internal  market  regulation  has  often 
overshadowed  the  latter,  extending  to  all  phases  of  marketing,  including 
prices . 

2/  League  of  Nations,  Enquiry  into  Clearing  Agreements  1.935,  p.  24. 
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Control  of  agriculture  -  embracing  the  marketing,  production, 
and  oven  consumption  of  agricultural  products  -  reached  its  climax  in 
countries  with  authoritative  or  totalitarian  .regimes  like  the  Soviet 
Union,  Germany,  and  Italy.     In  these  countries  it  transcends  farm  relief 
in  a  conventional  sense  and  forms,  an.  integral  part  of  a  general  system 
of  compulsory  national  economic  planning.    Various  commodity-marketing 
and  price-fixing  schemes,  .however,  have  been  widely  employed  in  many 
countries,  including  the  United  Kingdom,  where  the  Agricultural  Marketing 
Act,  adopted  in  1931  and  amended  in  1933,  provides  the  framework  for 
such  market  control.    These  schemes  in  the  United  Kingdom  and  elsewhere 
have  been  set  up,  as  a  rule,  on  an  individual  commodity  basis  with 
little  coordination  or  relation  to  each  other.    As  a  result,  successful 
operation  of  a  scheme  for  one  commodity  has  sometimes  affected  other  com- 
modities adversely. 

Restriction  of  production,  with  notable  exceptions  of  animal 
products  in  the  Netherlands  and  Denmark,  has  not  been  prominent  among 
foreign  government  farm-relief  measures.    Even  when  legislation  aiming  at 
restriction  of  production  was  put  on  the  statute  book,   it  was  often  in- 
operative and  unenforceable,  as  in  the  case  of  wheat  in  France.  In 
general,-  foreign  governments  have  shown  much  more  enthusiasm  for  agri- 
cultural expansion  than  for  curtailing  production  and  usually  have  met 
with  greater  success  in  the  -pursuit  of  the  former,  especially  when 
national  self-sufficiency  was  the  goal. 

Somewhat  apart  from  the  other  measures  of  state  intervention  and 
control  discussed  above  were  the  efforts  directed  toward  mitigating  the 
burden  of  farm  debt.    They  were  reflected  in  various  moratoria  and  debt- 
adjustment  measures,  involving  the  scaling  down  of  the  debt  structure, 
which  often  became  unbearable  with  falling  prices  and  incomes. 

Government  intervention  in  agriculture  has  been  a  dynamic  process, 
involving  a  continuous  adaptation  to  the  changing  political  and  economic 
environment,  and  hence  the  constant  experimentation,  modification,  and 
refinement  of  technique.    For  instance,  a  certain  line  of  government 
policy  may  be  upset  by  a  court  decision,  as  were  the  marketing  schemes  in 
Australia  and  Canada,  and  new  methods  may  have  to  be  devised.     On  the 
other  hand,   some  measure  may  be  replaced  or  even  entirely  abandoned  be- 
cause it  has  broken  down  in  operation,   as  was  the  British  system  of  con- 
tracting to  deliver  hogs  for  curing.     Again,  the  rise  of  agricultural 
prices  during  the  past  2  years  has  made  some  of  the  government  aids  in- 
operative, as  those  for  wheat  in  Canada,  Argentina,  and  some  Danubian 
countries,  though  the  necessary  machinery  has  been  kept  intact. 

At  the  present  time,  there  is  little  evidence  of  any  general 
tendency  to  relax  government  intervention  in  agriculture  in  foreign 
countries.     In  fact,  the  existing  evidence  points  rather  to  continued 
active  intervention.    Nevertheless,  some  tendency  toward  reduction  of 
trade  barriers  affecting  agricultural  products  was  discernible  during 
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1937,    For  example,  import  restrictions  on  wheat  were  reduced  in  at 
least  eight  Eur on can  countries  during  the  course  of  the  year,  chiefly 
because  of  higher  world  prices,  for  this  product.     In  some  countries, 
such  as  Franco  and  Italy,  the.  reduction  of  import  duties  .was  coincident 
with  devaluation  and  generally  was  inspired  by  the  desire  to  prevent  a 
further  increase  in  the  cost  of  living.     The  Oslo  Convention,  the  signa- 
tories of  which  include  the  Netherlands,  Belgium,  and  the  Scandinavian 
countries,  with  other  countries  invited  to  participate,  also  looks  toward 
a  freer  movement  of  international  trade .    Perhaps  the  most  important-  in- 
fluence for  a  more  liberal'  international  commercial  policy  has  been  the 
trade  agreements  program  of  the  United  States.     The  agreements  concluded 
under  this  program  have  resulted  in  a  large  number  of  reductions  in  duty 
and  increases  in  quotas  on  agricultural  products  in  foreign  countries. 

Surplus  and  deficit  countries  * 

It  is  convenient  for  purposes  of  classification  and  analysis  of 
agricultural  policies  to  divide  the  various  countries  selected  for  dis- 
cussion into  surplus-producing  and  deficit  countries.     Obviously,  such 
a  distinction  seldom  fits  perfectly  any  particular  country,   since  it  may 
be  deficient  in  most  farm  products  and  still  have  a  surplus  above  domes- 
tic requirements  in  the  case  of  certain  crops  or  livestock  products.  A 
country's  agricultural,  export  surplus  may,  in  fact,  require  importation 
of  other  agricultural  "products,  as  in  the  case  of  the  Netherlands  or 
Denmark,  exporting  animal  products  and  importing  feedstuffs. 

Nevertheless,  it  cannot  be  gainsaid  that  agricultural  problems 
and  particularly  the  methods  of  meeting  them,   in  countries  like  the 
United  Kingdom,  Germany,  France,  and  Italy,  which  normally  import  a 
large  share  of  their  foodstuffs  and  agricultural  raw-material  require- 
ment s ,  differ  considerably  from  those  in  Canada,  Argentina,  or  Australia, 
which  are  large  exporters  of  agricultural  products.     It  is  the  deficit 
countries,  in  which  industrial  development  tends  to  outstrip  agriculture, 
that  usually  strive  for  self-sufficiency  and  expansion  of  domestic  agri- 
culture.    Insofar  as  foreign  competition  presents  a  problem  in  those 
countries,   it  relates  to  imports  and  is  met  by  various  forms  of  import 
restriction.     In  the  surplus-producing  countries,  on  the  other  hand,  the 
vital  agricultural  problem  is  thai  of  exports;  hence  the  prominence  of 
export  subsidies  and  other  export  aids. 

The  five  deficit  countries  -  the  United  Kingdom,  Germany-,  France, 
Italy,  and  Japan  -  have  at  present  well-developed  systems  of  agrarian 
protectionism  for  the  benefit  of  domestic  agriculture.     The  drive  for 
agricultural  self-suff iciency  is  particularly  pronounced  in  Germany  and 
Italy,     In  Great  Britain,  France,  and  Japan,  however, the  protective 
system  must  take  into  account  not  only  the  interests  and  problems  of 
domestic  agriculture,  as  in  Germany  and  Italy,  but  those  of  their 
colonial  empires  as  well. 
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The :  Uni  ted,  Kingdom 

The  British  agricultural  problem 

To  view  the  British  agricultural  problem  in  proper  perspective, 
it  is  necessary  to  observe  that  only  7  or  8  percent  of  the  working 
population  is  engaged  in  agriculture  and  that,  of  the  60  million  acres 
of  land  in  the  United  Kingdom,  agricultural  land  as  distinct  from  moun- 
tains and  rough  grazing  land  amounts  to  only  32  million  acres,  of  which 
23  million  acres  are  grassland.     The  remaining  9  million  acres  are  used 
primarily  in  the  production  of  feed  grains  and  fodder  crops  for  livestock. 
A  very  small  part  of  the  land  is  used  for  producing  food  crops,  princi- 
pally wheat,  malting  "barley,  potatoes,  and  other  vegetables,  as  distinct 
from  feed  crops;  out  the  food  crops  constitute  25  to  30  percent  of  the 
agricultural  income,    Finally  it  should  he  noted  that  about  60  percent 
of  the  United  Kingdom's  total  food  requirements  is  imported. 

Prior  to  1929  agricultural  aid  on  a  commodity  basis  was  confined 
chiefly  to  the  subsidization  of  beet-sugar  production,  which  was  begun 
in  1925.     Tariff  protection  has  been  enjoyed  by  the  beet-sugar  industry 
since  its  inception  in  1912  end  mors  liberally  since  1922.    Hops  were 
granted  the  present  scale  of  tariff  protection  in  1925.    Until  the  end 
of  1931,  however,  virtually  all  other  British  agricultural  products  were 
without  tariff  protection. 

The  numerous  British  agricultural  relief  measures  taken  in 
1931-1935  arose  from  a  complex  situation  in  which  several  outstanding 
factors  can  be  distinguished:     (1)  a  sharp  fall  in  agricultural  prices 
between  1930  and  1933;   (2)  a.  rapid  increase  in  inports  of  agricultural 
products;   (o)  a  heavy  adverse  balance  of  trade  due  partly  to  the  rise 
in  agricultural  imports  and  partly  to  the  fall  in  industrial  exports; 
(4)  the  abrupt  rise  in  urban  unemployment  providing  a  further  reason  for 
granting  farm  aid;   (5)  the  fall  in  the  cost-of-living-  index  for 
foodstuffs,  which  tended  to  weaken  the  opposition  of  these  interests 
that  deemed  low  food  cost  essential  to  British  economy;  and  (6)  the  more 
rapid  fall  in  the  price  of  British  farm  products  than  in  the  British 
food  cost  of  living,  which  drew  attention  to  the  necessity  of  devising 
a  more  efficient  marketing  mechanism. 

General  description  of  measures  taken 

A  wide  variety  of  methods  have  been  adopted  for  granting  assistance 
to  British  agriculture  since  the  inception  of  world  economic  depression. 
The  most  conspicuous  feature s  applying  specifically  to  agriculture  have 
been  import  duties,  import  quotas,  direct  subsidies,  and  the  Agricultural 
Marketing  Acts  of  1931  and  1935.     The  purpose  of  the  British  Agricultural 
Marketing  Act  of  1931  was  to  reduce  the  spread  between  farm  and  retail 
prices  by  improving  the  marketing  organization.     The  Marketing  Act  of  1933 
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preserved  the  essential  featur  s  of  the  1931  act  and  added  the  feature  of 
Government  authority  to  limit  the  quantity  imported  or  produced  at  home 
of  any  commodity  dealt  with  "by  the  marketing  3chem.es  developed.  Produc- 
tion and  marketing  control  in  a  restrictive  sense  were  applied  only  to 
hops  and -potatoes,  although  limits  were  placed  on  the  amount  of  expansion 
that  would  be  subsidized  in  the  case  of  wheat  and  sugar  beets.  Fixed 
prices,  which  hitherto  had  applied  to  fluid-milk  and  sugar -beet  contracts, 
were  applied  to  hops. 

Beginning  in  December  1931  end  culminating  in  the  Ottawa  Agreements 
Act  effective  November  17,  1832,  Great  Britain  reversed  its  traditional 
free-trade  policy,  especially  with  regard  to  imported  food  products.  On 
the  latter  date,  new  duties,  specific  duties,  or  higher  ad-.valcrem  duties 
became  effective  on  a  long  list  of  non-Empire  agricultural  commodities 
(several  of  v/nich  had  become  dutiable  earlier  in  the  year  at  the  10-percent 
general  ad- valorem  rate),  including  wheat,  corn,  butter,  cheese,  eggs, 
condensed  and  powdered  milk,  citrus  fruit,  dried  and  preserved  fruits, 
honey,  and  various  fresh  fruits,  including  apples,  pears,  peaches,  plums, 
and  grapes.    Later  non-Empire  rice,  linseed,  certain  vegetable  oils, cod- 
liver  oil,  chilled  or  frozen  salmon.,  and  more  recently  beef,  became  dutiable 
Imports  of  all  these  products  from  Empire  sources,  with  certain  exceptions 
in  the  case  of  the  Irish  Free  Statu,  are  duty-free  (except  for  preferential 
duty  on  the  sugar  content  of  condensed  milk  and  preserved  fruits).  The 
duty-free  preference  granted  to  Empire  countries  has  greatly  benefited 
Empire  producers  but  has  minimized  the  importance  of  tariff  protection 
to  British  farmers. 

Import     quotas  became  an  adopted  policy  in  1932  in  connection  with 
the  Ottawa  Conference.    Originally  voluntary,  they  were  made  compulsory 
after  January  1933  for  certain  products  from  foreign  sources.  Compulsory 
quotas  have  been  imposed  on  foreign  importations  of  chilled  beef,  frozen 
beef,  frozen  mutton  and  lamb,  cured  pork,  frozen  pork,  potatoes,  and  on 
Irish  cattle.     Voluntary  quotas,   i.e.,  those  to  exporting  countries  which 
agree  to  limit  quantitatively  exports  to  the  United  Kingdom,  have  been 
applied  to  imports  of  foreign  canned  beef,  eggs,  condensed  milk,  milk 
powder,  and  creom,  and,  nominally  at  least,  to  Empire  supplies  of  fresh, 
chilled,  or  frozen  beef,  veal,  and  mutton,  canned  beef,  bacon  and  hams, 
processed  milk,  and  Canadian  oats. 

Subsidies  are  paid  directly  to  producers  of  wheat  and  fat  cattle 
and  indirectly  to  producers  of  milk  and  sugar  "beets;  provisions  have  also 
been  made  for  subsidy  payments  in  1937-38  to  producers  of  oats  and  barley 
who  waive  their  rights  to  the  wheat  subsidy,  which  is  on  a  more  generous 
basis,  however,  than  the  oat  and  barley  subsidies.    Funds  for  the  wheat 
subsidy  are  obtained  by -.a  tax  on  flour,  but  for  the  other  commodities  sub- 
sidies are  paid  out  of  the  general  revenues  of  the  Government. 
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Mar ko t-control  schemes 

Aside  from  the  Wheat  Act  of  1932,  the  "beet- sugar  subsidy,  and  the 
tariff  measures  in  1931-32,  Great  Britain's  new  agricultural  policy  is 
centered  in  the  Agricultural  Marketing  Act  of  1931  as  amplified  and  ex- 
tended through  the  act  of  1933.    Under  these  two  acts,  comprehensive 
marketing  schemes,  involving  supplies  and  prices  of  specified  farm  prod- 
ucts, have  "been  established.     Administered  by  boards  elected  by  the 
producers  themselves,  such  marketing  schemes  are  in  operation  for  hops 
(since  1932),  bacon,  fluid  milk  (1933),  and  potatoes  (1934).     The  hog-  ., 
marketing  scheme  of  1933  was  discontinued  at  the  end  of  1936.     Some  of 
the  salient  features  of  these  schemes  for  the  particular  commodities  in- 
volved are  set  forth  below. 

Fluid  milk;    Milk  ranks  first  in  importance  among  the  United 
Kingdom? s  agricultural  products.     In  England  and  Wales  about  27  percent 
of  the  total  value  of  the  annual  agricultural  output  is  accounted  for  by 
milk  and  dairy  products,  and  of  this  more  than  half  is  from  fluid  milk. 
With  certain  exceptions,  all  producers  are  required  to  market  their  milk 
through  the  producer-elected  Milk  Marketing  Board,  which  negotiates 
prices  and  terms  of  sole  with  distributors.    Under  the  board's  pooling 
plan,  the  lover  prices  obtained  from  milk  for  manufacturing  (for  making 
butter,  cheese,  condensed  milk,  or  other  products)  are  averaged  with  the 
fluid-milk  returns,  the  re  suit ant  pool  price  being  adjusted  to  certain 
regional  differentials.    Producer- retailers  are  excepted,  but  they  must 
pay  a  small  levy  into  the  board's  pool.     The  fluid-milk  price  charged  by 
the  board  is  equivalent  to  from  25  to  35  cents  per  imperial  gallon  (1»2 
United  States  gallons)  according  to  the  month  and  the  region  concerned, 
while  that  for  mill:  for  manufacturing  varies  from  about  10  to  IS  cents 
per  gallon,  according  to  the  intended  use. 

Although  the  United  Kingdom  is  practically  self-sufficient  as  to 
fluid  milk,  it  imports  large  quantities  of  manufactured  dairy  products, 
particularly  butter  and  cheese.     Heluctance  of  the  Government  to  curtail  these 
imports  has  caused  prices  obtainable  for  that  part  of  the  British  milk 
Supply  used  for  manufacturing  to  oe  depressed  more  than  the  average  for 
all  milk.     Consequently,  the  Government's  assistance  in  getting  higher 
prices  for  fluid  milk  has  been  largely  offset,  and  the  British  income 
from  dairying  has  increased  only  slightly  despite  the  marked  increase  in 
population. 

Eo£:s  and  bacon:     The  hog-  and  bacon-marketing  schemes  established 
in  September  1933  were  component  parts  of  a  structure  designed  to  expand 
the  home  bacon  industry.     Only  about  25  to  30  percent  of  the  bacon  and 
ham  requirements  of  the  United  Kingdom  is  produced  domestically.  Although 
the  hog-marketing  scheme  was  virtually  abandoned  at  the  close  of  1936 
through  discontinuance  of  the  contract  feature  on  account  of  producers' 
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dissatisfaction  with  prices  (open-market  prices  exceeded  contract  prices) , 
the  hog  and  bacon  schemes  were  successful  in  expanding  production.  The 
number  of  hogs  rose  from  3.51  million  head  in  1933  to  4.56  million  head 
in  1936,  while  the  domestic  production  of  pork  in  various  forms  increased 
during  the  same  period,  from  7,69  million  to  9.6  million  cwt.  (1  cwt.  s  112 
pounds).     Supplies  of  cured  pork  have  been  stabilized  at  approximately 
the  level  of  10,670,000  cwt.     (1,195  million  pounds)  per  year  through 
limiting  importations  of  foreign  cured  pork  by  quota  to  a  figure  obtained 
by  subtracting  domestic  and  probable  Empire  supplies  from  this  fixed  to- 
tal.   It  is  significant,  however,  that  Empire  supplies  have  increased  more 
rapidly  than  domestic  supplies  during  the  period  since  1932. 

Potatoes:    Potato  acreage  in  the  United  Kingdom  in  recent  years 
has  fluctuated  between  700,000  and  800,000  acres,  with  production  end 
prices  varying  erratically  prior  to  1934.     In  order  to  stabilize  the  marke 
through  better  organization,  the  potato-marketing  scheme  was  set  up  early 
in  1934,    Briefly,  the  scheme  prevents  expansion  of  acreage  and  enables 
imports  to  be  restricted.     Prices  are  not  fixed,  but  individual  producers 
are  registered  and  assigned  acreage  quotas  based  on  previous  performance. 
Surplus  production  is  kept  off  the  market  by  temporarily  increasing  the 
minimum  permitted  size  of  marketable  potatoes.     Growers  are  prohibited 
from  selling  except  to  wholesale  distributors  licensed  to  deal  in  pota- 
toes.   Exemption  is  granted  to  growers  of  less  than  1  acre,  and  for  sales 
of  1  cwt.  or  less,  for  sales  to  retailers,  and  in  certain  other  cases. 
The  scheme  is  financed  chiefly  by  an  annual  levy  of  5s.  per  acre  on  all 
potatoes  grown  by  registered  producers  and  partly  by  the  charge  of  £5  per 
acre  for  increasing  basic  allotments.     The  potato-marketing  scheme  is  said 
to  enjoy  greater  praise  from  its  participants  than  most  other  schemes. 

Hops;     Among  the  minor  crops,  the  only  one  of  particular  signifi- 
cance in  British  agricultural  policy  is  hops.    Only  about  18,000  acres 
are  grown,  but  the  value  of  the  crop  is  considerable.    The  hop-marketing 
scheme  established  in  1932  provided  a  producer-controlled  Hops  Marketing 
Board  with  monopolistic  control  over  the  sale  of  bops,  coupled  with  the 
power  to  bar  new  growers  and  control  acreage.     Since  1934  the  amended 
scheme  has  provided  for  production  and  import  quotas.     Imports  are  re- 
stricted voluntarily,  through  an  understanding  with  brewers,  to  15  per- 
cent of  the  total  domestic  requirements  and  comprise  types  of  hops  not 
available  domestically.    Production  has  been  stabilized  at  approximately 
250,000  cwt.  per  year  and  imports  at  a  little  over  40,000  cwt.  Prices 
have  averaged  -L9  per  cwt.   (about  $40  per  100  pounds,  at  current  exchange) 
in  each  of  the  past  3  years,  as  compared  with" less  than  £5  in  1930  and  an 
average  of  £8.5  per  cwt.  in  the  5-year  period  1927-1931. 

Subsidy  schemes  applying  to  wheat,  beet  sugar,,  and  fat  cattle 

"foe at;     Government  aid  to  British  wheat  growers  provides  one  of 
the  most  notable  uses  of  farm  aid  in  the  United  Kingdom.     In  1935-36, 
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wheat  comprised  4.8  percent  of  the  value  of  the  gross  farm  income,  in- 
cluding subsidies,   in  England  and  Wales,  compared  with  only  1.8  percent 
in  1930-31.     The  harvested  wheat  acreage  rose  from  1.41  million  in 
1930-31  to  1.88  million  acres  in  1935-36,  and  the  production  from  42.3 
million  to  65.4  million  bushels.    At  the  same  time,  the  price  index 
for  British  wheat  rose  from  79  to  84  (to  120,  including  subsidy  payment s) . 
Wheat  production  in  1936-37  declined  to  55.3  million  bushels,  while  the 
price  index  (excluding  the  subsidy)  rose  to  121  (estimated) . 

The  foregoing  results  have  been  achieved  under  the  Wheat  Act  of 
1932  whereby  growers  are  guaranteed  a  minimum  price  equivalent  to  about 
$1.32  per  bushel  for  millable  wheat  up  to  50,400,000  bushels.  (For 
1937-38  and  thereafter,  this  quantity  has  been  increased  to  67,200,000 
bushels.)    Producers  are  left  free  to  extend  their  acreage  and  produc- 
tion, but  whenever  total  sales  of  home-grown  millable  wheat  exceed  the 
specified  maximum,- the  subsidy  rate  is  accordingly  reduced  in  order  to 
spread  the  subsidy  fund  ever  the  excess  sales.     Funds  for  the  subsidy 
payments  are  derived  from  a  tax  (revised  from  time  to  time)  on  all  flour 
delivered,  regardless  of  the  source  of  the  wheat. 

Sugar:     The  British  beet-sugar  industry  has  enjoyed  direct 
governmental  assistance  since  the  Sugar  Subsidy  Act  of  1924.    Aside  from 
other  modifications ,  this  act  was  changed  in  1936  to  limit  the  subsidy 
received  by  beet-sugar  factories  to  560,000  long  tons  of  sugar,  white 
equivalent,  which  is  approximately  equal  to  the  normal  output  from 
375,000  acres  planted  to  sugar  beets.     Subsidy  payments  to  the  sugar 
factories  enable  fixed  payments  t^  be  made  to  sugar-beet  growers.  Con- 
tract prices  for  beets  arc  determined  by  a  Permanent  Sugar  Commission, 
unless  producers  themselves  are  successful  in  negotiating  contract  prices 
with  the  British  Sugar  Corporation,  Ltd. ,  an    amalgamation  of  all  the  sugar 
factories.     Sugar  produced  from  home-grown  beets  has  risen  from  around 
15,000  tons  (refined  basis)   in  1923-24  tc  595,000  tons  in  1935-37;  this 
latter  figure  represents  about  25  percent  of  the  United  Kingdom's  total 
sugar  requirements,  as  compared  with  a  domestic  output  of  about  8  percent 
in  1923-24.    During  the  first  12  years  of  the  beet-sugar  subsidy,  Govern- 
ment payments  to  the  sugar  industry  aggregated  about  S37,000,000,  and 
revenue  abatements  amounted  to  around  £15,000,000. 

Fat  cattle:     The  sale  of  beef  and  veal  is  one  of  the  major  sources 
of  British  farm  income,  representing  about  15  percent  of  the  total  value 
of  agricultural  output  in  England  and  Wales  a.nd  about  33  percent  in 
Scotland.     The  fat-cattle  price  index  for  England  and  Wales,  which  had 
been  133  in  1930  (1911-1913  =  100)  dropped  to  101  in  1933  and  to  99  in 
1934.     To  relieve  the  agricultural  distress  caused  by  this  decline,  the 
Cattle  Industry  (Emergency  Provisions)  Acts,  1934  and  1935,  were  passed. 
Under  the  provisions  of  the  first  act,  the  British  Government  began  pay- 
ing subsidies  at  the  rate  of  5s.  per  cwt.   (9s. 4d.  dressed  weight)  on 
good  fat  cattle  sold  by  domestic  producers.     This  subsidy  rate  was 
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altered  in  1937  to  pay  a  slightly  higher  rate  oh  the  very  best  quality 
and  a  slightly  lower  rate  on  the  fairly  good  quality,  but  the  general 
level  of  assistance  has  not  been  materially  altered.    The  effect  of  the 
subsidy  ha.s  been  to  augment  the  index  of  the  fat-cattle  prices  about  15 
points  during  1935-1937,  the  index  for  1937  being  estimated  at  109  (124 
including  subsidy  payments)*    A  large  part  of  the  cattle  output  is  not  sold 
as  fat  cattle,  however,  and  consequently  is  not  eligible  for  the  subsidy. 

Effect  of  British  agricultural  policy  on  the  consumer 

The  effect  of  the  agricaltural  policy  on  British  costs  of  living 
does  not  readily  lend  itself  to  accurate  appraisal',  especially  since 
imports  represent  such  a  large  share  of  the  United  Kingdom's  total  food 
requirements.     The  aids  giverf  to  wheat,  oats,  barley,  hops,  and  potatoes 
do  not  appear  to  have  increased  average  prices  to  the  consumer  by  more 
than  5  percent,  if  as  much  as  that.    The  aid  to  beet  sugar  does  not  ap- 
pear to  increase  materially  the  price  to  consumer.     The  expansion  of  meat 
shipments  from  Empire  sources  to  the  United  Kingdom  minimizes  the  price 
effect  of  the  import  quotas.     Only  in  the  case  of  fluid  milk  and  possibly 
bacon  ha.ve  the  price-supporting  measures  affected  consumer  prices  in  the 
United  Kingdom  as  much;  as  10  percent.    The  fall  in  the  cost-of-living 
index  for  foodstuffs  from  138  in  January  1931  to  123  in  January  1933 
(1914  -  100)  and  its  subsequent  rise  to  136  in  November  1936  and  146  in 
November  1937  are  associated  with  causes  much  more  fundamental  than  the 
British  agricultural  policy.     Yet  any  further  material  rise  in  food  costs 
might  cause  the  abandonment  or  substantial  modif ication  of  that  policy 
(including  tariff  policy),  especially  if  trade  prospects  with  food- 
supplying  nations  are  promising  and  if  war  fears  can  be  dispersed. 

Effect  on  imports  of  United  Sta.tes  farm  products 

Domestic  aid  through  the  various  agricultural  marketing  schemes 
has  had  little  direct  influence  on  imports  of  agricultural  products  from 
the  United  States,  with  the  exception  of  cured  pork. in  certain  years. 
But  the  introduction  of  import  duties  (or  higher  duties  in  some  cases) 
in  1932  on  a,  wide  range  of  agricultural  products,  together  with  imperial 
preference  (duty-free  entry  for  corresponding  products  from  Empire  sources) 
has  had  a  definite  influence  in  reducing  the  United  States  share  and  in- 
creasing the  proportionate  share  from  Empire  sources  of  several  farm  prod- 
ucts. 3/    These  are  notably  fresh  apples,  raisins,  canned  fruit  (peaches, 
pears,  and  apricots),  condensed  milk,  hams  (and  shoulders),  and  rice.  The 
drastic  decline  in  imports  of  United  States  wheat  and  wheat  flour  has 
been  due  primarily  to  other  causes  (the  droughts  of  1934  and  1936  in  the 
United  States)  than  the  imposition  of  the  duties  in  1932,  end  this  is 
true  also  of  the  heavy  drop  in  imports  of  United  States  lard  since  1934. 


3/    For  a  more  detailed  discussion  in  this  regard,  see  article,  "British 
Imperial  Preference  -  Its  Relation  to  United  States  Farm  Exports-,"  in 
Foreign  Agriculture,  August  1937,  pp.  385-391. 
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The  agricultural  policy  of  the  United  Kingdom  since  1931  has  aimed 
to  give  first  claim  on  the  British  market  to  British  fanners,  second 
claim  to  Empire  producers,  and  the  residual  claim  to  foreign  countries. 
Government  aid  in  general  has  "been  designed  to  increase  agricultural 
income  in  the  United  Kingdom  "by  enlarging  the  volume  of  output  and  "by 
increasing  prices  from  unremunerative  levels.     The  multitude  of  measures 
designed  to  accomplish  these  purposes  are  to  some  extent  characterized 
"by  lack  of  coordination.     Necessarily  the  methods  have  varied  to  fit  the 
conditions  governing  particular  cases,  'but  advances  in  some  directions 
have  been  offset  by  conflicting  efforts  in  others.     The  interests  of  the 
dominant  urban  population-,   served  by  keeping  costs  of  living  and  wages 
in  harmony  with  the  requirements  of  export  markets,  have  prevented  ag- 
ricultural policy  makers  from  going  as  far  as  they  liked  and,  in  the 
end,  Empire  producers  have  probably  benefited  more  than  British  farmers. 
Some  of  the  original  reasons  for  venturing  on  a  protective  policy  for 
agriculture  are  no  longer  valid,  but  the  increasing  danger  of  a  new  war 
has  given  fresh  stimulus  to  the  movement. 

All  of  the  important  British  farm  products  are  now  given  tariff 
protection  except  wool.    Most  of  the  meat  products,   including  pork  and 
mutton,  and  various  other  products  are  also  subject  to  import-quota 
restrictions.     Duty-free  preferences  granted  to  Empire  countries  other 
than  the  Irish  Eree  State  on  most  of  their  farm  products,  which  would 
be  dutiable  if  of  non-Empire  origin,   coupled  with  a  more  generous  quota 
policy  for  Empire  products,  have  deprived  United  Kingdom  producers  of 
many  of  the  benefits  but  have  been  of  considerable  value  to  Empire  pro- 
ducers.    In  either  case,  foreign  countries  in  the  aggregate  have  lost 
trade . 

The  Government  aids  to  wheat,   sugar,  and  hops  have  been  outstanding 
successes.     Acreage  and  production  have  been  increased  except  for  hops, 
in  which  case  curtailment  was  sought,  and  prices  have  been  materially  im- 
proved.    Of  the  other  grains,  oats  and  barley  have  benefited  very 
slightly. and  hay,  beans,  peas,  roots,  and  other  feed,  crops  have  not  been 
affected.     Potatoes  have  benefited  by  stabilization  of  prices  and  sup- 
plies.    The  dairy-product  aids  have  been  of  little  value  except  to 
establish  a  modest  milk- condensing  industry.     The  expanding  surplus  of 
milk  above  fluid  requirements  has  brought  producers  increasingly  into 
competition  with  the  cheaper  forms  of  dairy  products,  preventing  average 
prices  from  rising.     Livestock  has  been  benefited  least,  even  though  it 
is  the  dominant  industry  of  the  country.     So  much  more  beef  and  mutton 
have  come  from  Empire  countries  that  the  restrictions  on  foreign  supplies 
have  affected  total  imports  but  little.     The  direct  subsidy  to  producers 
of  fat  cattle  has  added  moderately  to  the  returns  from  the  industry. 
Gured-pork  production  was  increased, ,  but  price-fixing  failed  and  hog 
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numbers  are  now  declining.     Poultry  "benefited  slightly  from  the  duties, 
but  the  industry  has  declined  since  the  duties  were  -imposed.  Nothing 
at  all  has  been  done  for  wool. 

Using  the  year  1930  as  a.  basis,  the  following  results  are  to 
be  noted,  in  addition  to  those  just  outlined: 

(1)  Although  the  total  farm  acreage,  exclusive  of  rough  graz- 
ing land,  has  continued  to  decline  slightly,  the  rising  trend  of  per- 
manent grass  acreage  has  been  checked,  the  acreage  of  rotation  grass 
has  been  reduced,  and  the  downward  trend  of  pi owl and  has  apparently 
been  checked. 

(2)  At  1930-31  prices,  the  value  of  the  agricultural  output 
in  England  and  "wales  (about  80  percent  of  the  total  for  the  entire 
United  Kingdom)  increased  14  percent  in  5  years  despite  the  frost- 
ruined  fruit  crop  in  the  fifth  year.     Livestock  and  livestock  products 
increased  21  percent,  and  crops  showed  increasing  tendencies. 

(3)  The  number  of  farms  and  of  farm  workers  continued  to  de- 
cline . 

(4)  Prices  of  British  farm  products  decreased  from  an  index  of 
125  in  1930-31  ( Sept  ember- Angus t )  to  110  in  1932-33  and  then  increased 
to  134  in  1936-37  (the  last  two  indexes  include  the  who at  and  fat- 
cattle  subsidies). 

(o)     Imports  have  been  curtailed:     meats  from  36  million  cwt. 
in  1931  to  about  30  million  cwt.  in  1936  (most  of  the  decrease  was 
pork)  despite  a  large  increase  in  Empire  supplies  of  beef  and  pork; 
condensed  milk,  nearly  ail  foreign,  about  40  percent  to  make  way  for 
greatly  increased  domestic  production;  wheat  about  25  to  30  million 
bushels  per  year;  foreign  oats  almost  completely  and  not  replaced  by 
Empire  supplies;  fresh  vegetables  of  the  competitive    types  and  foreign 
apples  to  a  marked  degree,  the  latter  being  replaced  by  Empire  apples. 
Imports  of  eggs  were  only  temporarily  curtailed.    On  the  other  hand, 
increased  imports  of  butter,  chiefly  from  foreign  countries,  have 
operated  to  hold  down  average  pool  prices  for  milk. 

(6)    Peal  progress  has  been  made  in  the  various  efforts  to 
improve  marketing  technique,  but  this  is  a  slow  and  gradual  process 
that  dees  not  show  conspicuous  results.     Quality  has  been  improved 
in  some  cases  and  the  organization  of  the  market  mechanism  made  more 
efficient.     Elimination  of  violent  price  fluctuations,  especially 
for  wheat,  potatoes,  hops,  and  possibly  bacon,  is  a  notable  achieve- 
ment quite  apart  from  the  long-time  average  of  returns. 
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Germany 

Prior  to  the  depression  in  1929,  German  agriculture  had.  largely 
recovered  from  the  substantially  reduced  productivity  caused  "by  the 
World  War  and  its  accompanying  compulsory  economy.    The  currency  infla- 
tion wiped  out  a  large  share  of  farm  indebtedness,  but  the  stabilization 
in  1924  and  shift  to  the  new  currency  resulted  in  a  shortage  of  operating 
capital.     Gradually,  however,  credit  was  made  available  through  the  va- 
rious farm-credit  institutions  (whose  resources  were  provided  for  largely 
by  foreign  loans,  directly  or    indirectly),  although  interest  rates  were 
commonly  from  7  to  9  percent.     Hundreds  of  millions  of  Reichsmarks  were 
invested  in  new  "buildings ,  machinery ,  and  other  improvements  in  order  to 
catch  up  with  the  technical  and  mechanical  progress  of  the  10  years  lost 
during  and  following  the  war.    A  problem  of  burdensome  farm  indebtedness 
developed  rapidly,  total,  agricultural  mortgage  and  intermediate  credits 
rising  from  1  billion  Reichsmarks  in  1925  to  3.9  billion  in  1928. 

Aside  from  farm-credit  facilities,  the  other  principal  feature  of 
predepression  farm  policy  in  Germany  was  tariff  assistance.  Regaining 
tariff . autonomy  in  1925,  Germany  reintroduced  duties  on  essential  food- 
stuffs admitted  duty-free  since  August  1914.     At  the  same  time,  the  old 
import-certificate  system  (einfuhrscheine)  was  restored  to  benefit  ex- 
porters of  rye,  wheat-,  spelt,  barley,  oats,  and  pulse.    The  tariff  in- 
crease in  favor  of  beet  sugar  in  1928  was  coupled  with  a  maximum  domestic 
price  established  by  the  Government  in  order  to  protect  consumers.  In 
land  settlement,  moderate  progress  was  made  during  the  period  1924-1928. 

Agricultural  policy  from  1929  to  1955 

Declining  v/orld  prices,   in  1929  and  later,  resulted  in  a  series 
of  measures  to  bolster  clomestic  prices.    These  comprised,  several  successive 
tariff  increases,  compulsory  mixing  regulations  for  wheat  whereby  flour 
mills  were  required  eventually  to  use  97  percent  of  domestic  wheat  in 
their  total  wheat-flour  output,  and  replacement  of  the  import-certificate 
system  ( einfuhrscheine)  by  a.  so-called  "grain- exchange  plan"  (austausch- 
verfahren)  .     A  Corn  Monopoly  was  established,  by  the  Government  in  March 
1950  to  limit  the  competition  of  imported  corn  with  domestic  feed  grains, 
such  as  rye,  oa.ts,  and  barley. 

In  addition  to  the  tariff  increases  on  grains,   the  import  duties 
on  several  other  agricultural  products  were  increased  from  1930  to  1932. 
Import  quotas  were  imposed  on  foreign  butter.     Compulsory  admixture  of 
a  specified  percentage  of  alcohol  (from  potatoes)  in  all  motor  fuel  was 
introduced  in  1930  in  order  to  support  indirectly  the  potato  industry. 
Brewers  were  required  to  use  a  minimum  of  75  percent  of  German  hop's,  and 
those  who  did  not  use  imported  hops  in  1930  could  not  subsequently  "begin 
using  them.    Measures  were  taken  between  1930  and  1932  to  protect. the 
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security  of  farm  ownership  and  tenure  (gravely  jeopardised  "by  the  "burden 
of  indebtedness)  through  reductions  in  the  interest  rates  and  through  a 
debt  moratorium  for  specified  farm  debtors. 

Agricultural  policy  under  National  Socialism,  1933-1936 

German  agriculture  at  the  beginning  of  1933  shared  the  state  of 
general  depression  prevailing  throughout  the  world.     Prices  of  farm 
products  had  fallen  from  an  index  of  134  in  1928  (1913  =  100)  to  91  in 
1932,  or  32  percent,  while  national  income  from  agriculture  had  fallen 
by  35  percent  during  the  same  period.     The  interest  burden  of  German 
agriculture  had  risen  from  8.4  percent  of  the  proceeds  of  farm  sales  in 
1927-28  to  13,5  percent  in  1931-32.     These  conditions  had  developed  not- 
withstanding the  fact  that  Germany  continued  to  be  a  large  importer  of 
many  agricultural  products,   that  the  domestic  market  was  largely  protected 
against  the  fall  in  world  agricultural  prices  for  certain  important  prod- 
ucts, and  that  the  problem  of  burdensome  agricultural  surpluses,  with  one 
or  two  exceptions,  did  not  exist  as  in  many  other  countries. 

In  the  first  months  of  1933  following  the  advent  to  power  of  the 
National  Socialist  Government  (in  coalition  with  the  Nationalists  until 
June),  resort  was  made  largely  to  sharpening  of  existing  measures,  par- 
ticularly the  further  restriction  of  imports.     But  under  the  law  of 
September  13,  1933,  and  subsequent  decrees,  the  complete  reorganization 
and  assimilation  of  German  agriculture  into  the  Reichsnahr stand  (Reich 
Food  Estate)  on  a  strictly  corporative  basis  was  effected.  Compulsory 
membership  in  the  Reich  Food  Estate,  in  addition  to  German  agriculture 
proper,  is  required  of  the  agricultural  cooperatives  and  the  dealers  in, 
and  processors  of,  agricultural  products. 

As  developed  under  the  National  Socialist  regime,  the  basic  aims 
of  national  agricultural  policy  (omitting  certain  ideological  concepts 
pertaining  to  "Blood  and  Soil")  may  be  summed  up  as  follows,  with  excep- 
tion of  certain  modification  since  1936  discussed  la.ter:   (l)  To  assure 
farmers  the  greatest  possible  stability  of  land  tenure;   (2)  to  bring 
about  the  largest  possible  increase  in  agricultural  production,  with 
maximum  self-sufficiency  as  an  ultimate  "aim;   (3)  to  restore  and  maintain 
"just"  prices  for  farm  products,  as  a  corollary  to  the  foregoing  aims, 
having  in  mind  also  stable  prices  for  consumers;   (4)  the  enhancement  of 
land  resources;  and  (o)  the  enhancement  and  consolidation  of  rural  support 
as  a  bulwark  of  National  Socialism. 

The  agricultural  measures  taken  under  National  Socialism  to  carry 
out  the  foregoing  aims  fall  into  three  general  groups,  as  follows:  Those 
relating  to  the  protection  of  farm  ownership;  those  reletting  to  market 
regulation;  and  those  designed  to  stimulate  domestic  agricultural  output, 
i.e.,   the  "Battle  of  Production." 
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Protection  of  farm  ownership:     The  protection  of  farm  ownership 
or  tenure  instituted  in  the  early  years  of  the  crisis  has,  in  general, 
"been  continued  and  rounded  out  under  National  Socialism.    An  important 
measure  was  the  law  of  June  1,  1933,  extending  to  all  farmer  applicants 
foreclosure  protection  and  the  so-called  "protection  procedure"  (Ent- 
s chul dungs verfahr en)  instituted  "by  emergency  decree  in  November  1931, 
which  provided  a  general  debt  moratorium  and  reduction  in  interest  rates 
to  specified  farm  debtors. 

The  cornerstone  of  National  Socialist  policy  in  relation  to  land 
tenure,  however ,  is  the  Hereditary  Farm  Law  (Reichserbhofgesetz)  of 
September  29,  1933,  providing  for  the  establishment  of  something  over 
700,000  "hereditary"  farms.     All  farms  from  approximately  19  to  312  acres 
in  size,  from  which  a  family  can  make'  a  living,  were  declared  hereditary 
farms,  which  cannot  "be  sold,   sub-divided,  or  mortgaged,  and  against  which 
foreclosure  cannot  "be  effected.     The  owners  of  such  farms,  however,  must 
be  of  "Aryan"  descent,  and  the  farms  may  "be  inherited  "by  one  child  only 
(normally  the  eldest  son  of  the  farmer) . 

Market  and  price  regulation:     Within  the  Reich  Pood  Estate  organi- 
zation created  under  the  law  of  September  13,  1933,   supplemented  "by  a 
number  of  ordinances,  producers,  distributors,  and  processors  of  individual 
products  or  groups  of  products  have  been  united  into  market  associations 
on  a.  regional  basis,  with  a  central  organization  for  each  group  of  regional 
associations.     There  are,  for  example,  20  regional  grain  associations,  with 
the  Central  Union  of  the  Grain  Trade  acting  as  their  central  organization. 
Corresponding  associations  exist  for  dairy  products,   eggs,  livestock  and 
livestock  products,  sugar,  horticultural  products,  and  potatoes.  So-called 
"economic  unions"  similarly  organized  have  been  set  up  comprising  proces- 
sors of  wheat  and  rye  flour,  margarine,  starch,  potato  flakes,  mixed  feed, 
etc. 

This  huge  and  intricate  organization  exercises  a  definitely  effec- 
tive control  over  the  flow  of  products  from  producer  to  consumer  and  over 
prices  and  margins  for  all  important  farm  products  and  foodstuffs.  It 
Should  be  noted,  however,   that  all  of  this  machinery  is  not  new  inasmuch 
as  the  Reich  Pood  Estate  took  over  nearly  all  of  the  numerous  existing 
agricultural  organizations,   including  physical  facilities  and  part  of  the 
personnel.     Activities  of  the  Reich  Pood  Estate  are  financed  through 
membership  and  special  fees  and  charges  imposed  on  its  members. 

Price  control  is  one  of  the  central  features  of  German  agricultural 
market  regulation.     Farm  prices  are  controlled  for  practically  all  prod- 
ucts, with  exceptions  mainly  in  the  horticultural  field.     Trade  and  pro- 
cessor margins  have  also  been  brought  gradually  under  control  f^r  most  of 
the  staple  foodstuffs,   such  as  grain  and  grain  products,  potatoes,  milk 
and  dairy  products,  fats,  and  most  types  of  meat  and  meat  products.  It 
may  be  emphasized  that  the  policy  has  been  one  of  price  regulation  or 
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control  rather  than  of  rigid  price-fixing.     For  a.  number  of  products, 
the  spread  between  prices  received  by  farmers  and.  those  paid  by  consumers 
has  been  substantially  narrowed. 

In  some  cases,  where  adequate  standards  were  lacking,  price  regula- 
tion has  been  confined  to  the  establishment  of  minimum  prices  (for  wine, 
fish,  etc.)  or  maximum  prices  (for  livestock  purchases  outside  the  public 
markets).     Trading  by  special  classing  committees  or  compulsory  marketing 
in  specially  authorized  markets  has  been  applied  with  respect  to  slaughter 
cattle,  wool,   tobacco,  and  in  part  hops. 

Regulation  of  imports  and  import  prices:     An  adjunct  to  the  regu- 
lation of  domestic,  markets  and  prices  and  the  control  of  supplies  has  been 
the  close  regulation  of  Germany's  relatively  large  imports  of  farm  prod- 
ucts and  the  prices  of  these  products  through  the  Reich  monopoly  offices 
(Reichsstellen)  for  grains  and  feedstuff s ,  milk  products,  oils  and  fats, 
livestock  and  livestock  products,  eggs,  and  horticultural  products.  These 
monopoly  offices,  formally  independent  of  the  Reich  Food  Estate,  are  in 
a  position  to  control  most  effectively  farm  imports  and  import  prices, 
inasmuch  as  they  are  also  currency  supervisory  offices  determining  the 
allocation,  by  products  and  importers,  of  the  currency  or  clearing  per- 
mits allotted  in  total  in  favor  of  agricultural  products  by  the  central 
currency  authority  of  the  Reich. 

The  monopoly  offices  also  control  the  importation  of  the  specified 
products  under  their  jurisdiction,  through  the  allotment  of  the  required 
trading  certificates  and  buying  permits.     The  trading  certificates  at  the 
same  time  provide  the  means  of  import-price  control  since  they  must  be 
purchased  from  the  monopoly  offices  at  fixed,  prices,  which,  however,  are 
changed  from  time  to  time,  depending  on  world  ma.rket  movements.  This 
enables  the  inland  price  of  the  foreign  product  to  be  brought  in  line  with 
the  price  of  the  domestic  product.     These  "equalization  fees,"  which  a.re 
designed  to  equalize  domestic  and  foreign  prices,  are  in  actuality  sliding 
import  duties,  or  superduties,  which  must  be  paid  in  addition  to  the  regular 
duty. 

Supervisory  offices  (Ueberwachungsstellen)  exist  for  22  specified 
commodities  or  groups  of  commodities  (including  wool  and  other  animal  ha,ir, 
cotton,  and  tobacco),  in  addition  to  the  six  groups  of  products  within 
the  jurisdiction  of  the  Reich  monopoly  offices,  for  which  the  latter  function 
as  supervisory  offices.     For  all  these  products,  foreign-exchange  certifi- 
cates (or  the  equivalent)  must  be  obtained  by  the  importer  in  order  to  clear 
the  goods  through  the  German  customs. 

Efforts  to  expand  production;  The  expansion  of  farm  production 
has  been  a  major  objective  of  National  Socialist  agricultural  policy, 
with  maximum  self-sufficiency  as  the  ultimate  goal.     The  obvious  first 
steps  were  to  restore  as  far  as  possible  profitable  price-cost 
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relationships  in  German  agriculture  as  a  whole.    Early  in  1933,  sharp 
tariff  increases  on  livestock"  and  dairy  products  were  made,  with  the 
special  objective  of  bringing  about  a  better  balance  between  such  prod- 
ucts and  cereals..     Subsequently ,  price  policies  under  "the  system  of  mar- 
ket regulation  became  a  very  important  instrument  for  influencing  the 
course  of  the  "Battle  of  Production"  (Erzeugungsschlacht)  launched  under 
that  slogan  in  the  autumn  of  1334.     The  price  incentive  for  increased 
farm  output,  however,  has  had  to  be  used  with  moderation  in  view  of  the 
necessity  of  holding  living  costs  somewhat  in  line  with  a  rigid  indus- 
trial wage  scale. 

Other  efforts  to  encourage  agricultural  production  have  been  of  a 
varied  nature.     These  include  the  payment  of  subsidies  to  growers  of  oil- 
seeds and  textile  fibers  and  also  for  the  planting  of  fruit  trees,  a 
moderate  reclamation  of  land  and  stimulation  of  agricultural  improvements 
(irrigation,  drainage,  consolidation  of  scattered  holdings) ,  intensifi- 
cation of  scientific  efforts  to  raise  more  desirable  and  more  productive 
•breeds  of  livestock,  further  efforts  to  intensify  farming  (increased  use 
of  fertilizer,  among  others),  more  economical  feeding  practices,  more 
widespread  knowledge  of  rational  farm  management,  and,  finally,  elimi- 
nation of  waste  of  every  kind  on  farms  and  in  city  households.  While 
there  is  little  new  in  most  of  these  measures  for  a  progressive  agricul- 
tural country,  mention  may  be  made  of  the  intensity  of  method  and  the 
wide  community  coverage  devoted  to  the  "Battle  of  Production"  by  the  ag- 
ricultural authorities  and  organizations  involved. 

Agricultural  policy  under  the  Pour-Year  Plan 

With  the  establishment  of  the  Pour-Year  Plan  Organization  in  the 
fall  of  1336,  control  over  the  whole  German  economy  was  centralized  and 
is  now  being  consolidated  by  a  reorganization  of  the  Ministry  of  Econom- 
ics.    Both  the  Ministry  of  Economics  and  the  Ministry- of  Agriculture  may 
henceforth  be  considered  primarily  as  executive  organs  of  the  supreme 
economic  general  staff,  the  Pour-Year  Plan  Organization,  which  has  the 
final  command  over  all  economic  and  agricultural  policy.     4/     The  head  of 
the  Organisation  made  a  pronouncement  on  March  23,  1937,   to  the  effect 
that  German  agriculture  must  produce  more,   even  if  profits  thereby  are 
not  further  increased  or  perhaps  are  even  diminished,   inasmuch  as  the 
sole  aim  is  to  increase  gross  farm  production  and  the  domestic  supply  of 
foodstuffs. 

The  measures  taken  in  pursuance  of  the  foregoing  pronouncement 
have  included  substantial  price  increases  for  rye  and  for  potatoes  for 
industrial  use,   the  compulsory  reduction  of  prices  for  artificial  ferti- 
lisers, and  the  allotment  of  subsidies  for  building  houses  for  farm 
workers  and  for  various  kinds  of  land  melioration  and  improvements, 

4/  See  article  in  the  March  1337  issue  of  Foreign  Agriculture  entitled, 
"German  Agriculture  in  the  Pour-Year  Plan." 
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including  the  purchase  of  farm  machinery  for  cooperative  utilization  by 
farmers.     Government  funds  are  also  "being  made  available,  as  intermediate 
credits  through  the  Hentenbank-Kreditanstalt ,  for  purposes  of  agricul- 
tural mechanization  and  intensification.     It  is  hoped  that  this  mechaniza- 
tion, notably  in  the  direction  of  labor-saving  machinery  (for  the  acqui- 
sition of  which  subsidies  are  also  paid),  will  relieve  the  problem  of 
labor  shortage  in  agriculture,  and  the  reduction  in  fertilizer  prices  - 
from  25  to  30  percent  -  was .partly  intended  to  compensate  farmers  for  the 
substantial  rise  in  the  wages  of  farm  labor. 

Subsidies  are  also  being  granted  for  the  enlargement  of  extension 
activities.     Every  farm  is  to  have  a  special  register  or  "farm  card,"  on 
which  will  be  entered  all  important  facts  as  to  farm  structure  and  manage- 
ment.    This  will  serve  as  the  basis  for  supervision  and  efficiency  control 
by  the  advisory  farm  agents  or  other  designated  persons.  Incidentally, 
a  decree  of  March  2Z,  1937,  was  designed  to  assure  the  utilization  of  all 
land  available  for  agricultural  use.     The  ordinance  makes  it  obligatory 
for  owners  and  tenants  to  grow  crops  on  all  such  land  and  will,  there- 
fore, restrict  or  eliminate  fallow  area.     It  also  provides  for  means  by 
which  an  inefficient  farmer  or  tenant  can  be  compelled  to  apply  more  ef- 
ficient practices.     (Provisions  of  this  type  in  the  Hereditary  Jarre  Law 
are  even  stricter,  but  apply  only  to  "hereditary"  farms.) 

As  a  result  of  the  improved  status  of  German  agriculture  a  large 
demand  for  landed  property  has  developed,   tending  to  inflate  land  values 
rapidly  -  the  more  so  since  much  of  the  land,  because  of  the  Hereditary 
Jarm  Legislation,  has  been  withdrawn  from  the  potential  market  supply. 
The  authorities  checked  this  development  by  reinforcement  and  extension 
of  a  wartime  control  ordinance,  in  a  decree  of  January  26,  1937,  amended 
April  26,  1937.     This  law  subjects  to  special  administrative  permit  every 
sale  of  landed  property  over  and.  above  a  size  of  from  one-half  to  2 
hectares,   (l  hectare  =  2.47  acres)  and  this  permit  may  be  refused  when- 
ever some  "weighty  public  interest"  is  involved.     An  important  example  of 
a  type  of  transaction  for  which  permission  will  bo  refused  is  one  in  which 
the  buyer  is  not  a  farmer.     This  is  to  prevent  the  diversion  of  land  from 
agricultural  to  non-agricultural  uses. 

It  may  be  emphasized  that  the  system  of  agricultural  protection 
and  regimentation  gradually  evolved  in  Germany  under  the  National  Socialisf 
regime  represents  largely  a  planned  agricultural  economy  rather  than  a 
system  of  farm  aid  and  relief  such  as  is  found  in  most  other  countries. 
Consequently,  new  action  and  further  regimentation  are  required  from  time 
to  time  -  since  the  correctives  of  a  iiberalistlc  system  are  no  longer 
operative  -  to  keep  the  set-up  intact  and  functioning  and  to  prevent  or 
correct  the  development  of  friction.     Developments  since  the  end  of  1936 
have  borne  out  this  special  aspect  of  German  agricultural  policy,  namely,  •' 
that  it  has  been  definitely  stripped  of  the  character  of  farm  aid  and 
relief. • 


Foreign  Agricultural  Policies 


23 


An  intensified  drive  for  further  increase  in  agricultural 'produc- 
tion, at  whatever  currently  bearable  cost,  was  the  central  feature  of  1937 
policy.     Apart  from  this,  it  appears  that  the  authorities  have  "been  con- 
cerned also  with  efforts  to  assure  an  equitable  distribution  of  food  and 
feed  supplies  and  to  correct  shortcomings  and  frictions  involved  in  the 
practical  application  of  policy. 

Market  regulation  and  production  and  consumption  control  in  1937 

Grain  control:    As  a  result  of  the  scarcity  of  bread-grain  supplies, 
authorities  adopted  a  variety  of  measures  in  1937  to  restrict  consumption, 
to  prevent  the  feeding  of  bread  grains  to  livestock,  and  to  accumulate 
supplies  in  Government  hands.     From  March  15  to  July,  an  average  admixture 
.of  7  percent  corn  flour  with  wheat  flour  used  for  bread  by  bakers  was  re- 
quired, and  since  the  beginning  of  the  crop  year  1937-38  this  admixture 
is  compulsory  for  all  wheat  flour  and  must  be  undertaken  in  the  flour 
mills.     The  number  of  permitted  types  of  wheat  flour  was  gradually  reduced 
from  eight  to  one  (December  1,  1937),  with  ■extraction  raise!  from  75  to 
78-80  percent  in  the  crop  years  1936-37  and  1937-38.     Beginning  with 
November  1,  1937,  all  rye  flour  for  bread  making  must  carry  an  admixture 
of  6  percent  of  potato  flour,   superseding  the  obligation  -  effective  dur- 
ing August-October  1937  -  to  admix  4  percent  of  corn  flour.     At  the  end 
of  March  1937,  production  of  75  percent  rye  .flour  was  altogether  prohib- 
ited and  80  percent  was  made  the  lowest  rye  extraction  permissible.  The 
utilization  of  bread  grains  for  distilling  purposes  was  prohibited. 

From  the  beginning  of  1937,  local  authorities  have  urged  farmers 
not  to  feed  rye  but  to  deliver  it  to  the  local  grain  associations  for 
exchange  against  foreign  barley,  corn,  bran,  and  sugar-beet  chips.  The 
sale  of  wheat  and  rye  for  feeding  purposes  was  generally  prohibited.  To- 
ward the  end  of  July  an  ordinance  was  issued  compelling  farmers  to  sur- 
render all  wheat  and  rye  from  the  1937  crops  produced  in  excess  of  their 
household  and  seed  requirements.     Feeding  of  bread  grains  was  prohibited. 
To  make  farmers  deliver  their  bread  grains  as  early  as  possible,  prices 
for  delivery  were  rearranged  so  as  to  result  in  higher  prices  in  the  fall 
and  early  winter,  with  gradual  declines  to  take  place  as  the  season  pro- 
gresses.    Deliveries  must  be  completed  by  the  end  of  February. 

Regulations  for  the  grain  year  1937-38  that  had  already  been 
published  at  the  time  the  bread-grain  surrender  ordinance  was  issued  on 
July  22  established  permanent  grain-delivery  contingents  for  farmers. 
Total  quotas  for  all  grains  to  be  delivered  by  farmers  every  year  have 
been  set  up  for  each  farm,  and  these  total  contingents  include  specified 
minima  for  bread  grains  alone.     This  measure  will  prevent  a  restriction 
of  bread-grain  growing  (because  of  the  surrender  obligation)  in  favor 
of  feed  grains,  which  are  not  being  requisitioned. 

Potatoes:     The  large  potato  crop  of  1937  made  it  necessary  to 
convert  as  much  of  the  crop  as  possible  into  staple  products  (potato 
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flakes  and  potato  flour)  and  to  use  these  to  replace  Dread  and  feed 
grains.     (The  6-percent  admixture  of  potato  flour  to  rye  flour  has  pre- 
viously been  mentioned.)    The  potato  surplus  from  the  193?  crop  is  so 
large  that  the  capacity  of  the  .German  factories  does  not  suffice  to 
work  up  all  that  is  desirable.     In  order  to  assure  at  least  the  full 
utilization  of  existing  capacities,  the  Central' Union  of  the  German  Potato 
Industry  obligated  starch  factories  and  drying  establishments  to  work 
up  specified  processing  contingents.     In  order  to  promote  feeding  of  po- 
tato flakes  in  the  place  of  grains,  the  purchase  price ' for  flakes,  free 
receiver  station,  has  been  fixed  (up  to  March  31,  1938)  at  1  Heichsmark 
per  100  kilograms  below  the  respective  fixed  farm  prices  for  rye. 

Truck  crops  and  fruit:     An  ordinance  of  April  21,  193?,  decreed 
that  every  expansion  of  acreage,  as  well  as  new  acreage,  of  specified 
truck  crops  should  henceforth  be  subject  to  special  permit.     This  mea- 
sure of  direct  production  control  proved  necessary  in  order  to  prevent 
overexpansion  in  the  acreage  of  some  truck  crops,  notably  cabbage  varie-  , 
ties,  which , threatened  to  make  unworkable  previous  market  and  price 
regulation.     Such  market  and  price  regulation  was  further  established 
for  a  number  of  truck  crops  and  fruits  previously  free  from  such  control, 
and  beginning  with  November  15  the  governmental  trading  agency  (Reichs- 
stelle)  for  fruit  and  vegetables  was  made  to  include  in  its  import- 
regulating  activities  fresh  and  canned  apples,  pears,  apricots,  peaches, 
plums,  grapes,  fruit  pulp,   and  some  vegetables  not  previously  controlled. 
Fruit  and  vegetable  canning  factories  were  allotted  compulsory  minimum 
canning  quotas  and  these,  as  well  as  other  establishments,  were  obli- 
gated to  maintain  minimum  stocks  of  specified  products,   including  apples, 
cabbage,  and  onions-     These  obligations,  together  with  a  variety  of  meas- 
ures- designed  to  promote  the  utilization  of  as  much  of  the  large  193? 
apple  crop  as  possible,  represent  action  taken  to  handle  temporary  sur- 
pluses. 

Hops?     Regulation  of  the  hop  acreage  for  193?  was  undertaken  by 
ordinance  of  February  2?,  193?.     New  hop  acreage  and  extension  of  exist- 
ing hop  acreage  is  prohibited,  and  the  maintenance  of  existing  hop  fields 
is  subject  to  special  permit,   except  for  those  that  were  already  under 
hops  on  December  31,  1935.     A  reduction  in  1937  acreage  by  1,500  hectares, 
or  about  15  percent,  was  contemplated  and  almost  fully  achieved. 

Oilseeds :     According  to  regulations  issued  on  June  25,  1937, 
growers  of  rapeseed,  flaxseed,  and  some  other  oilseeds  in  1937-38  will 
again  be  guaranteed  high  prices.     The  flaxseed  price  will  be  substan- 
tially increased,  while  the  rapeseed  price  will  remain  unchanged.  To 
enable  the  crushing  mills  to  buy  these  oilseeds  at  the  prescribed  high 
prices,,  they,  will  continue  to  receive,  as  in  the  past,  adequate  sub- 
sidies.    Under  this  scheme  of  guaranteed  prices  the  area  sown  to  oil- 
seeds is  gradually  expanding,  notably  that  of  flax. 
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'  Ho-gsT  " "By  the 'ordinance  of  Nov  ember.  ~2&  £  '1936 ,'  livestock  prices, 
marketings,  and  the  general  movement  from:  producing  to  consuming  districts 
during  1937  were  regulated.     The  ordinance  provided  the  authorities  with 
power  tc  direct  farmers  in  which  markets,  to  sell,  to  direct  distributors 
■and  other  buying  organizations  where  to  buy,  and  thus  to  distribute  sup- 
plies' as  much  as  possible  in  accordance  with  local  needs.  Beginning 
•January  1,  1937,-  premiums  on  fat  hogs  .'were  removed  in  order  to  take  care 
"'of  the  incipient  feed  shortage.     (Beginning  with  January  1,  1938,  hew- 
ever,  the  premiums  on  fat  hogs  were  restored  to  counteract  liquidation 
already  under  way.)     Surplus  hog  marketings  over  and  above  .slaughter  con- 
tingents were  largely  taken  over  by  the  Government  and  stored,  for  release 
when' needed.     The  authorities  also  made  feeding  contracts  with  farmers 
in  1936-37,  calling  for  delivery  of  :60,0,.000  hogs  in  the  fall  months, 
against  early  year  distribution  of  fixed  hog-feed  rations  to  these  farm- 
ers.  ' This  action  will  be  extended  in  1933  to  include  approximately 
1,000,000  hogs.     "  ■ 


Fats :     Previous  restriction  and  regimentation  of  fat  consumption 
and  distribution  were  continued , and  intensified  in. 1937.     Since  January  1, 
1937,  consumption  of  butter,  lard,  bacon,  and  tallow  has  been  rationed 
and  further  curtailed  by  means  of  so-called  "customer  lists"  maintained 
by  retailers.     Low-quality  margarine  continued  to  be  made  available, 
partly  at  reduced  prices,  to  a  wide  range  of  low-income  recipients.  It 
is  planned  to  bring  about,  as  rapidly  as  possible,  a  reduction  in  per- 
capita  fat  consumption  to  the  1913  level  (a  reduction  of  about  20 -percent) , 
and  progress  along  this  line  was  made  in  1937.     Utilization  of  fats  for, 
and  production  of,  fat-containing  foods,  whipped  cream,  and  cheese  con- 
taining cream  are  now  generally  regulated  and  restricted. 

Miscellaneous :    A  variety  of  nther  measures  affecting  prices, 
consumption,  and  disposal  of  farm  products  were  taken. during  1937  that 
are  not  important  enough  to  be  outlined  in  detail.     Mention  should  be 
made,  however,  of  the  expansion  of  the  program  previously  inaugurated 
to  cheapen  marmalade  for  mass  consumption  -  partly  to  provide  a  cheap 
spread  in  the  place  of  fats  and  partly  to  dispose  of  the  domestic  fruit 
surplus  from  the  1937. crop.     In  1937-38,  about  80  percent  of  -German 
marmalade  production  will"  be  subsidized        contributions..': from  the  sugar 
industry,  involving  an  anticipated  total  of  160,000  metric  tons  of  cheap 
marmalade  compared  with  only  95,000  tons- in  1936-37,  75,000  tons  in 
1935-36,  and  25,000  tons  in  1934-35. 

Tentative  appraisal  of  policy  and  results  since  1933 

Appraisal  of  the  results  of  the  agricultural  policies  and  measures 
of  the  National  Socialist  regime  since  the  summer  of  1933  is  rather  dif- 
ficult- and  necessarily  tentative  for  much  of  the  program,  especially  such 
fairly  long-range  measures  as  those  directed  toward  achieving  food  self- 
sufficiency  and  the  hereditary  farm  legislation.     This  is  much  less  true 
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of  market- regulation  measures,  though  even  here  it  is  obvious,  especially 
in  the  livestock  sector,  that  a  definite  evaluation  cannot  "be  undertaken 
at  this  time.     Appraisal  at  this  juncture  is  also  rendered  uncertain  by 
the  fact  that  Germany. has  been  passing  through  a  period. of  rapidly  rising 
and  artificially  stimulated  economic  recovery  (largely  through  rearma- 
ment) that  has  certainly  had  an  influence  on  the  agricultural  program  and 
tends  to  obscure  what  may  be  called  the  "real  results. "  Nevertheless, 
there  is  much  to  suggest  that  German  agriculture  has  benefited  from  re- 
covery measures,  as  a  whole,  out  of  proportion  to  other  classes  of  the 
population. 

Compared  with  the  distressed  position  of  German  agriculture  in 
1932,  prof itibility  and  security  of  possession  in  general  have  been  re- 
stored.    The  wide  gap  between  prices  for  farm  products  and  prices  for  in- 
dustrial manufactures,  so  pronounced  in  1932  in  favor  of  industrial  goods, 
has  been  closed.     But  it  is  difficult  to  estimate  what  share  of  this  re- 
covery has  been  due  directly  to  the  various  measures  of  the  German  farm 
program  and  what  due  to  inherent  recuperation  forces  and,  later,  to  the 
abnormally  stimulated  industrial  upswing.     Moreover,  the  emphasis  in 
German  farm  policy  under  the  Four-Year  Plan  is  now  (as  announced  early 
in  1937)  upon  increased  gross  farm  production  even  though  profits  are  not 
further  increased  or  are  perhaps  even  diminished.     In  this  connection,  as 
well  as  in  connection  with  the  following  observations  relating  to  the  ef- 
fect of  German  farm  policy  on  producers,  consumers,  land  tenure  and  rec- 
lamation, and  food  self-sufficiency,  it  may  be  pointed  out  that  the  car- 
dinal tenet  of  National  Socialist  policy  is  the  predominance  of  political 
and  social  rather  than  economic  considerations. 

Effect  on  producers:     Profitability  and  security  of  possession  in 
German  agriculture  have  been  restored  in  general,  in  contrast  with  con- 
ditions in  1932,  as  already  mentioned.     The  burden  of  farm  indebtedness 
has  been  greatly  reduced.     The  farm-price  index  for  all  agricultural 
products  has  increased  from  77  in  1932-33,   to  100  in  1936-37,  although  it 
stood  at  132  for  1928-29.     The  price  index  for  finished  industrial  goods 
as  a  percentage  of  the  index  of  farm  prices,  however,   is  now  substantially 
the  same  as  in  1928,  whereas  the  relationship  was  considerably  in  favor 
of  finished  industrial  goods  from  1930  to  1933.     The  gross  farm  value  of 
total  German  agricultural  production  has  increased  from  8.7  billion 
Reichsmarks  in  1932-33  to  11.9  billion  (preliminary  estimate)  in  1935-37; 
for  1928-29  it  was  14  billion  Reichs'iaarks.*     With  due  allowance  made  for 
imports  of  feedstuff s,  the  index  of  physical  volume  of  German  farm  pro- 
duction has  risen  from  113  to  1932-33,  to  120  in  1936-37.  Notwithstand- 
ing the  favorable  showing  of  the  gains  in  farm  income  and  physical  volume 
of  farm  production,   the  share  of  German  agriculture  in  the  national  in- 
come, which  had  increased  during  the  depression  (owing  in  oart  to  the 
heavy  industrial  unemployment)  and  also  in  1934  (when  it  was  9.7  percent), 
declined  to  9.4  percent  in  1935  and  to  8.8  percent  in  1936. 
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Available  data  do  not  indicate  that  the  position  of  German 
agriculture,  greatly  consolidated  end  improved  from  1S34  to  1936,  reg- 
istered further  material  improvement  during  1937.    Indebtedness  showed 
no  reduction  in  1936-37  and  is  expected,  especially  in  eastern  Germany, 
to  increase  in  1937-38  as  a  result  of  the  drive  for  mechanization.  Sales 
proceeds  of  German  agriculture  in  1937-38  are  likely  to  be  smaller  than 
in  1936-37  -  largely  "because  of  smeller  livestock  production,  curtailed 
in  consequence  of  less  favorable  livestock-feed  price  ratios  and  govern- 
mental requisitioning  of  the  rye  crop.    Expenditures  for  farm  operation 
are  on  the  increase,  thereby  causing  the  relationship  between  cash  outlay 
and  sales  proceeds  to  become  somewhat  less  favorable.    Progress  and 
expansion  in  the  industrial  sector  of  German  economy  in  1937  appear  to 
have  overtaken  that  of  agriculture  and  have  intensified  the  problem  of 
farm  labor,  already  severe  by*  reason  of  the  demands  for  further  intensi- 
fication of  farm  production  under  the  Pour-Year  Plan. 

Effect  on  consumers;     'The  measures  of  market  regulation  and  price 
control  for  agricultural  products  have  borne  rather  heavily  on  the  mass 
of  German,  industrial  workers  and  those  of  the  middle  cle.sses  not  engaged 
in  agriculture.    Domestic  prices  for  several  of  the  important  agricul- 
tural products  -  wheat,  rye,  butter,  sugar,  and  wool,  for  instance  -  have 
ranged  from  200  to'  300  percent  or  more  above  world  prices  in  recent  years 
Rye  flour  and  rye  bread  prices,  however,  have  been  kept  down  by  subsidies 
financed  out  of  wheat-flour  e.nd  wheat-bread  prices,  and  ■low-quality  mar- 
garine is  cheapened  for  the  low-income  classes  of  the  population  through 
the  proceeds  of  a  fats  tax  imposed  on  better-quality  margarine  and  lard. 

Including  both  domestic  production  and  imports,  the  total  supply 
of  foodstuffs  available  for  consumption  in  Germany  in  the  past  2  years 
has  been  barely  equal  to  the  supply  during  the  period  1927  to  1929.  let 
the  German  population  has  increased  by  some  3,000,000,  or  about  5  percent 
In  other  words,  increased  self-sufficiency  has  been  partially  achieved 
through  reduced  or  curtailed  consumption,  notably  in  fats.     In  times  of 
shortages,  since  it  is  the  policy  of  the  Government  to  prevent  abnormal 
price  increases,  the  regulation  of  consumption  has  also  been  undertaken, 
by  rationing  in  various  forms,  to  assure  an  equitable  distribution  of 
supplies.     A  percentage  limitation  on  the  slaughter  of  livestock  was  in 
effect  during  1935-36,  and  a  limitation  on  butter  deliveries  by  dairies 
to  retailers  existed  in  the  winter  of  1935-36.     Consumption  of  butter, 
lard,  bacon,  and  tallow  has  been  rationed  and  further  restricted  since 
January  1,  1937,  through  "customers  lists." 

The  urban  population  has  been  urged  to  make  more  economic  and 
generally  efficient  use  of  available  foodstuffs  through  two  campaigns 
known  as  the  "Eight  Against  Waste"  and  "Consumption  Steering."    The  first 
one  requires  no  explanation.     The  second  is  designed  to  shape  consumer 
demand  to  conform  as  readily  as  possible  to  available  food  supplies  and 
prevailing  market  conditions  generally.    Included  in  the  scope  of  the 
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latter  campaign  is  the  permanent  .shaping  of  consumption  habits  and  trends, 
at  least  for  fats  and  other  products  that  Germany  must  obtain  in  impor- 
tant quantities  from  abroad. 

hand  tenure  and  land,  reclamation;     The  German  farm  deht  situation 
has  been  greatly  clarified  in  the  past  few  years.    Agriculture  has  been 
almost  completely  rescued  from  the  threat  of  foreclosure  and  forced  sale. 
The  semiforced  lowering  of  interest  on  farm  indebtedness  has  greatly  re- 
duced the  burden,  of  fixed  charges.    From  1931-32  to  1936-37,  the  total 
interest  on  long-  end  short-terra  farm  indebtedness  declined  from  1,005 
million  to  630  million  Reichsmarks,     (in  1927-28,.  the  corresponding  fig- 
ure was  785  million  Em.;.)     Thus  the  security  of  farm  ownership  under  the 
National  Socialist  regime  has  been  consolidated.  ' (excluding,  of  course, 
that  of  "non-Aryan"  owners) ,  not  only  by  the  measures  taken  directly  to 
that  end,  but  also  by  the  general  restoration  of  profitableness  in 
Ge rm an  ag r i  cul tur e . 

On  the  other  hand,  the  various  measures  of  debtor  relief,  and 
particularly  the  hereditary  farm  legislation,  which  prohibits  "heredi- 
tary" farms  from  being  mortgaged  or  otherwise  used  as  security  for  debt, 
have  had  a  serious  effect  on  agricultural  credit,  making  it  very  diffi- 
cult for  farmers  to  obtain  loans  from  private  sources.     Certain  other 
disadvantages  (and  desirable  features)  apparent  in  the  hereditary  farm 
legislation  will  not  be  discussed;   it  is  distinctly  a  long-range  mea- 
sure, and  its  full  effects,  both  economic  and  social,  must  awp.it  the 
test  cf  time  and  experience. 

Reclamation  and  melioration  projects,  combined,  added,  the  equiva- 
lent of  some  616,000  acres  to  the  agricultural  area  from  1934  to  1936. 
On  the  other  hand,  public  requirements  for  the  army,  highways,  etc.,  are 
officially  stated  to  have  withdrawn  "several  hundred  thousand"  acres  from 
agricultural  use  in  the  same  period,  while  an  additional  297,000  acres 
were  diverted  tc  the  production  of  industrial  fibers  and  oilseeds.  It 
appears  likely  that  there  was  a  net  loss  in  the  total  agricultural  area, 
although  data  for  1937  are  not  yet  available.    Measures  taken  in  1937, 
however,  provide  for  the  allotment  of  Government  subsidies  for  land  im- 
provement (particularly  for  drainage  and  cultivation  of  waste  land)  to 
the  extent  of  1  billion  Reichsmarks  for  the  period  1937  to  1940,  begin- 
ning with  200  million  Reichsmarks  in  1937. 

rood  self-sufficiency;     Maximum  self-sufficiency  in  all  possible 
respects,  even  at  the  price  of  sacrificing  potential  improvement  in  the 
standard  of  living  and  in  the  accumulation  of  economic  reserves,  continues 
to  be  a  central  consideration  of  Germe.n  policy  at  large,  including  ag- 
ricultural policy,  and  particularly  so  under  the  current  Four- Year  Plan. 
The  various  methods  to  enhance  self-sufficiency  in  the  nation's  total 
food  requirements  -  production,  marketing,  and  consumption  regulation 
and  control;  intensification  of  farm  methods;  mechanization;  land 
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reclamation  and  melioration;  and  the  "Battle  of  production"  proper  - 
have  "borne  .substantial  results.     Germany's  nutritional  self-sufficiency 
(domestic  production  with  imported  feed  considered)  has  increased  from 
75  percent  of  total  requirements  in  1932  to  81  or  82  percent  in  1936, 
according  to  German  sources. 

It  is  doubtful,  however,  whether  further  continuation  of  the 
same  methods  will  result  in  increasing  Germany's  food  self-sufficiency 
much  "beyond  85  percent.    Even  "before  the  advent  of  the  National  Social- 
ist regime  Germany  had  virtually  achieved  self-sufficiency  in  bread 
grains,  was  completely  self-sufficient  in  fluid  milk  and  in  potatoes, 
which  figure  so  prominently  in  the  nation's  diet,  and  for  a  number  of 
years  had  produced  sugar  in  excess  of  domestic  requirements.  Eeavily 
reduced  imports  and  curtailed  consumption  of  certain  products,  notably 
fats,  account  for  a  certain  share  of  Germany's  increased  food  .self- 
sufficiency  since  1932.     Total  imports  of  foodstuffs  (including  bever- 
ages) declined  in  value  from  1,493  million  Reichsmarks  in  1932  to  996 
million  in  1935,  while  the  decline  in  volume  for  the  corresponding  years 
was  still  heavier,  namely  from  6.3  million  to  3.1  million  metric  tons. 

Effect  of  policy  on  imports  of  United  States  farm  products 

Germany's  resort  to  a  policy  of  maximum  agricultural  self- 
sufficiency  under  the  National  Socialist  regime,  together  with  certain 
features  of  German  foreign  trade  control,  has  affected  the  United 
States  probably  to  a  greater  extent  than  it  has  any  other  country  exporting 
large  quantities  of  agricultural  products.     The  development  of  our  trade 
with  Germany  has  been  of  particular  importance  to  American  agriculture,  in 
asmuch  as  that  country,  until  recent  years,  was  our  second  most  impor- 
tant customer  for  agricultural  products.     As  late  as  1932,  Germany 
absorbed  fully  15  percent  of  our  agricultural  exports,  but  in  1936 
the  German  share  was  less  than  8  percent  on  the  basis  of  a  much  smaller 
total  value  of  trade. 

Of  primary  importance  in  our  agricultural  exports  to  Germany 
were  cotton,  lard,  unmanufactured  tobacco,  apples,  prunes,  and  raisins. 
Products  of  secondary  importance  comprised  wheat,  wheat  flour,  feed 
barley,  rice,  minor  dried  fruits,  pears,  pork,  and  occasionally  rye  and 
corn.     Trade  in  the  secondary  products  has  virtually  disappeared,  ex- 
cept for  small  quantities  of  minor  fruits,  rice,  and  recently  wheat. 
Drastic  declines  in  German  takings  of  the  six  chief  agricultural  prod- 
ucts, with  the  exception  of  unmanufactured  tobacco,  have  occurred  since 
1933,  or  since  1934  in  the  case  of  apples,  and  ran  sins. 

Germany  wa.s  formerly  our  second  most  important  customer  for  lard* 
In  1933,  approximately  76  percent  of  all  German  lard  imports  were  of 
American  origin,  but  in  1936  our  share  dropped  to  7  percent.  Similarly, 
American  cotton  represented  75  percent  of  Germany's  total  imports  of 
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that  commodity  in  1933,  but  only  30  percent  in  1936  (and  only  24  percent 
in  1935).     The  development  of  German  imports  of  United  States  cotton, 
lard,  apples,  prunes,  tobacco,  and  wheat  (including  flour  in  terms  of 
wheat)  since  1929  is  shown  by  the  following  table: 


1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
Jan . 
J  an . 


German  imports  of  specified  farm  products  from  the  United  States, 
1929  to  1936  and  January-November  1936  and  1937 


Period 


-Nov.  1936 
-Nov.  1937 


Cotton 


1 , 000 
bales 
1,411 
1,271 
1,092 
1 ,  365 
1 , 444 
875 
345 
325 
305 
261 


Lard 


1,000 


186,680 
140,363 
125,766 
173,459 
124,783 
49,115 
3,150 
4,325 
'  4,325 
a/ 


Apples 


1 , 000 
boxes 
3,357 
2,946 
3,979 
3,103 
3,183 
3,140 
638 
457 
443 
165 


Prunes 


1,000 
pounds 
60,616 
39,126 

a/ 

jb /48 ,  °44 
"  55,793 
28,643 
13,188 
9,918 
8,644 
3,865 


Unmanu- 
factured 
tobacco 


1,000 

pounds 

23,812 

23 , 672 

14,901 

23,781 

20,091 

18,610 

15,690 

16,781 

15,727 

12,069 


~  Yjhcat 

in- 
cluding 
flour  as 
grain 


1,000 
bushels 
9,14-3 
6,891 
2,502 
7,539 
754 
586 
3 
80 

c/  78 
c/  628 


./  If  any,   included  in  "Other  Countries." 


a 

b/  Figures  for  1932  to  date  include  plums  of  all  kinds, 
c/  Wheat  only;   if  any  flour,   ircluded  in  "Other  Countries." 
Compiled  from  official  German  import  statistics. 


The  national  self-sufficiency  features  of  German  agricultural- 
policy  account  to  a  large  extent  for  the  decline  in  imports  of  United 
States  apples,  wheat,  and  to  some  extent  lard,  as  well  as  a  few  other  ag- 
ricultural commodities  produced  in  substantial  quantities  in  Germany,  but 
not  for  the  heavy  decline  in  cotton,  prunes,  and  raisins,  which  are  non- 
domestic  products  with  respect  to  Germany.    For  the  latter,  and  to  a  cer- 
tain extent  for  practically  all  the  other  American  agricultural  products, 
German  foreign  trade  policy  in  general  is  primarily  responsible. 

Important  features  of  that  general  policy  are  the  bilateral  bal- 
ancing of  trade  interchanges  through  clearing  agreements,  compensation 
(barter)  transactions,   import  monopolies,   stringent  foreign-exchange  con- 
trol, and  the  purposeful  shift  of  importation  of  farm  products  to  coun- 
tries of  origin  where  the  sale  of  German  industrial  goods  can  thereby  be 
enlarged  or  Germany's  trade  position  otherwise  improved.     The  cumulative 
effect  of  these  various  aspects  of  German  policy  has  been  particularly 
harmful  to  the  United  States  because,  under  normal  conditions,  our  sales 
to  Germany  are  a  groat  deal  more  than  our  total  purchases  from  that 
country. 
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France 

The  agricultural  policy  of  France,  has  been  directed,  historically, 
toward  the  preservation  and  protection- of  the  domestic  industry,  largely 
through  restrictions  on  imports  and  the  relief  of  certain  croT)s  or  prod- 
ucts in  a  distressed  condition.     In  other  words,  it  has  been  the  aim  of 
the  French  Government  to  maintain  the  fairly  well-balanced  and  diversified 
farming  of  France  rather  than  to  increase  or  decrease  production.     As  a 
matter  of  fact ,  France  has  always  been  more  or  less  self-sufficient  as 
regards  food;  the  aim  has  been  to  keep  it  so. 

There  has  been,  however,  an  intensification  of  Government  inter- 
vention in  behalf  of  agriculture  in  France  during  recent  years.     The  nature 
of  this  intervention  was  perhaps  best  expressed  by  the  Minister  of  Agri- 
culture in  1935,  who  declared,   "In  organizing  the  professions  we  intend 
to  reserve  to  the  State  the  role  of  the  sole  arbitrator  of  private  inter- 
ests which  belong  to  it.     Only  the  State  has  the  authority  to  decide."  5/ 
Such  a  policy,  which  denotes  and  implies  the  readiness  to  use  State 
authority,  has  become  stronger  and  more  readily  acceptable  during  the 
course  of  the  past  few  years,  culminating  in  the  program  of  the  recent 
Popular  Front  government,  which  approached  the  agricultural  problem  not 
only  from  the  economic  but  from  the  social  standpoint  as  well. 

Agriculture  occupies  a  large  place  in  the  national  life  of  France. 
This  can  readily  be  seen  .in  the  large  proportion  of  the  population  that 
is  rural  and.  essentially  dependent  upon  the  agricultural  industry,  amount- 
ing to  about  43  percent  at  the  present  time.     Such  figures  alone  do  not 
reveal  the  active  interest  or  national  concern  in  agriculture.     The  tradi- 
tional desire  to  own  a  small  piece  of  property  in  the  country,   the  operat ion 
of  the  inheritance  laws,  and  the  not  inconsiderable  factor  of  maintaining 
man  power  through  an  active  agriculture  results  in  possibly  four-fifths 
of  the  population  turning  their  eyes  toward  it  with  more  or  less  self- 
interest.     France  is  relatively  rich  in  its  agricultural  resources,  a 
high  percentage  of  the  total  land  area  being  utilized. 

Briefly,  farm  aid  in  France  from  the  World  War  to  1929,  as  in  the 
years  before  the  war,  was  concerned  mainly  with  general  educational  ac- 
tivities,  including  the  encouragement  of  cooperative  enterprises,  espe- 
cially along  the  lines  of  insurance  and  credit.    On  a  few  crops  in  a 
distressed  condition,  small  subsidies  were  granted.     In  general,  the  tend- 
ency was  to  grant  increasing  protection  against  imports  through  higher 
customs  duties.     Thus,  prior  to  1929  farm  aid  in  France  followed  much  the 
same  lines  adopted  by  many  governments.    Prime  interest  attaches  to  the 
pho.se  beginning  with  the  world  depression. 

Governmental  intervention  during  this  period  may  be  considered 
under  three  major  headings:     first,   import  restrictions;  second,  grants  or 


5/"  Speech  before  the  Chamber  of  Deputies,  March  20,  1936. 
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subsidies;  and,  third,  legislation  permitting  a  particular  "branch  of  the 
agricultural  industry  or  sections  within  it  to  set  up  market  controls  un- 
der enabling  legislation  promulgated  by  the  Government .     The  last  has 
been  of  minor  importance.     In  addition,  under  the  Popular  Front  govern- 
ment, a  start  has  been  made  toward  applying  general  social  legislation  to 
agriculture . 

^ ■'flport  rest rict ions 

When  world  prices  began  to  fall  rapidly,  the  decision  had  to  be 
taken  whether  to  allow  increasing  imports  to  force  down  internal  prices  or 
to  restrict  imports.    The  latter  course  was  followed.    Up  to  1923,  foreign 
agricultural  imports  were  not  restricted  beyond  the  regular  customs  tariff, 
and,  generally  speaking,  the  rates  imposed  were  not  excessive. 

As  contrasted  with  the  restrictions  in  1926,  the  tariff  rates,  on 
an  average,  have  been  about  doubled.     For  instance,  import  duties  on  live 
cattle  were  raised  by  82  percent  between  1928  and  1937,  on  wheat  275  per- 
cent, on  corn  314  percent,  on.  pork  365  percent,  and  on  butter  850  percent. 
On  the  other  hand,  duties  on  such  items  as  beans,  cheese,  apples'^  an(i  bana- 
nas rema,in  about  unchanged. 

Of  more  importance  than  increased  tariffs,  however,  were  the  quant i- 
tative  restrictions  applied  through  quotas.     These  affected  such  commodi- 
ties as  livestock  and  meat,  butter  and  cheese,  grains,   some  truck  crops, 
such  as  potatoes,  dried  beans,  and  peas ,  certain  fats  and  oils,  and  fruits. 
It  is  not  possible  in  this  brief  review  to  outline  all  the  numerous  changes 
in  the  field  of  import  restrictions.     Put  all  the  measures  combined  suc- 
ceeded in  decreasing  major  agricultural  imports  between  1928  and  1936  from 
2,340,000  short  tons  to  996,000  tons  and  livestock  from  100,000  head  to 
30,000  head.     Changes  on  the  basis  of  value  are  less  significant  because 
of  changes  in  price  levels  and  the  exchange  value  of  currencies,  but  for 
the  same  years  comparative  figures  arc  3,614,000,000  francs"  and  1 , 023, 000 , 000  ] 
francs. 

In  addition  to  customs  tariffs  and  import  quotas  as  such,  supple- 
mentary devices  were  developed  to  strengthen  the  protection  for  certain 
products.     In  the  case  of  wheat,  for  example,  mixing  percentages  enforced 
by  licensing  were  used,  which  limited  a  miller's  grinding  of  foreign  wheat 
to  a  specified  percentage  of  his  total  output. 

Grants,   subsidies,  and  other  economic  measures 

In  the  case  of  certain  products,  however,  the  French  Government  has 
adopted  commodity  programs  involving  subsidies,  both  domestic  and  for  ex- 
port, and  has  regulated  the  industry  directly  or  adopted  other  means  of 
farm  aid.     Such  measures  arc  perhaps  best  viewed  through  a  brief  discussion 
of  typical  examples. 

Wheat :     Inasmuch  as  wheat  occupies  nearly  10  percent  of  the  total 
area  of  France  and  as  a  very  large  number  of  individual  producers  are  concerned 
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with  its  production  and  price,  intervent ion  has  been  extensive.  6/  Fol- 
lowing the  large  domestic  crop  of  1929,  the  Government  'became  active  in 
the  interest  of  wheat  producers , _ and  efforts  wore  intensified  under  the 
continued  price  declines  for  foreign  grains.-    By  a  succession  of  large 
crops  in  1932,  1933,  and  1934,  France  was  left  with  a  surplus  on  hand  and  , 
an  apparent  decline  in  consumption, ,  Nearly  every  possible  means  was  uti- 
lised to  bolster  a  sagging  industry.  ,  The  tariff  was  increased  several 
times,  but  this  protection  was  not  adjudged  sufficient.     The  milling- in- 
bond  system  was  tightened,  regulations  requiring  the  admixture  of  specified 
percentages  of  domestic  wheat  in  flour  milling  were  instituted,  and  import 
licenses  were  required,     These  measures  were,   of  course,  quite  effective 
in  excluding  foreign  imports,  but  they  could  not  be  effective  in  maintain- 
ing wheat  prices  above  world  levels  because  domestic  crops  and  colonial 
supplies  were  in  excess  of  dom®stic  needs. 

To  reduce  the  surplus  within  the  country,  French  grain  was  denatured 
to  render  it  unsatisfactory  for  human  consumption;  grain  was  exported  under 
a  subsidy;  and  the  flour-extraction  ratio  was  reduced  by  law.     To  assist  in 
maintaining  domestic  prices,  grain  was  stored  with  Government  premiums  under 
a  rather  complicated  series  of  enactments,  which  eventually  resulted  in 
wheat  from  different  crops  being  utilised  by  millers  according  to  fixed  per- 
centages, and  a  part  being  held  by  the  Government  as  a  security  stock  free  • 
from  the  market.     This  storage  plan  was  of  some  assistance  in  maintaining 
prices . 

Direct  price-fixing  was  also  resorted  to,  the  price  being  definitely 
set  by  the  Government  or,  later,  by  the  National  vftieat  Board.  Price-fixing, 
begun  early  in  1933,  was  discontinued  in  December  1934  and  reinstituted 
at  the  time  of  the  1936  harvest.    Opening  prices  for  sale  of  the  1937 
harvest  were  the  equivalent  of  $1.72  per  bushel.     The  National  Wheat 
Board  also  constitutes  a  monopoly  of  the  foreign  trade  in  wheat  and  in- 
directly influences  or  fixes  the  prices  for  which  wheat  may  be  sold  in 
Morocco,  Algeria,  and  Tunisia. 

The  wheat  program  has  been  financed  partly  through  legislative  ap- 
propriation, particularly  in  its  earlier  years,  but  as  it  continued  provi- 
sion was  made  for  financing  more  and  more  by  milling  and  production  taxes. 
Thus,  while  it  began  as  farm  aid  under  direct  Government  subsidy,   it  has 
developed  into  farm  aid  through  financing  outside  the  regular  Government 
budge  t . 

It  is  of  interest  to  note  that  the  Government  recognized  the  essence 
of  the  wheat  problem  was  an  oversupply,  in  relation  to  domestic  require- 
ments, of  home-grown  and  colonial  wheat.     This  recognition  is  evident  from 
the  fact  that  legislation  was  passed  designed  to  exercise  some  control  over 
production  and  thus  attack  the  problem  at  its  base. 

6/  For  details,  see  "An  Appraisal  of  the  French  Wheat  Policy,"  Foreign 
Agriculture,  June  1937. 
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In  short,  the  French  wheat  problem  arose  through  the  accumulation 
of  large  surpluses,   in  relation  to  domestic  requirements,  caused  in  part 
"by  unusually  favorable  weather  conditions  in.  1933,  1933,  and  1934  and  in 
part  by  the  long-time  increase  in  yields..     This  surplus  problem  was  also 
due  in  part  to  the  policy  of  maintaining  prices  far  above  world  levels, 
thus  tending  to  keep  down  consumption.     The  situation  was  aggravated  by 
substantial  imports,  of  colonial  wheat .     The  problem  was  attacked  through 
a  series  of  rather  costly  measures  designed  to  remove  the  surplus  existing 
at  a  particular  time.     These  measures  did  in  fact  temporarily  alleviate 
the  situation.    But  the  most  important  factor  in  returning  French  wheat 
supplies  to  a  more  normal  position  is  found  in  the  lower  yields  per  acre 
daring  1935,  1936,.  and  1937. 

Dairy  and  livestock  products:     The  serious  decline  in  milk 
prices  during  the  depression  brought  forth  demands  for  relief.  Customs 
duties  were  increased,  license  taxes  imposed,  and  import  quotas  reduced. 
The  importation  of  margarine  was  discouraged.     The  principal  help,  however, 
appears  to  have  been  internal  regulations  tightening  quality  standards  and 
conditions  of  sale.     Through  a  credit  of  18.5  million  francs,  provision  was 
made  for  developing  outlets  for  the  industry  at  home,   in  the  colonies,  and 
abroad.    Probably  the  principal  use  of  this  fund  has  been  in  the  payment 
of  export  subsidies  on  butter,  which  during  1936  were  fixed  at  6  francs 
per  kilogram,  or  about  18  cents  per  pound.     The  credit  for  1936  was 
25  million  francs. 

Por  livestock,  no  comprehensive  measure  of  farm  aid  has  been  insti- 
tuted, although  the  customary  use  of  import  restrictions  has  been  employed 
and  export  subsidies  have  been  granted  on  pork  and  lard.    By  law,   in  1935 
a  credit  of  66  million  francs  was  set  up  for  the  rehabilitation  of  the 
cattle  industry,  much  of  which  was  used  for  the  destruction  of  tubercular 
cows . 

Olives ;     The  aid  granted  the  olive  industry  furnishes  an  example 
of  direct  subsidy  to  promote  production.     Legislation  goes  back  to  1910, 
with  premiums  paid  to  growers  or?  the  basis  of  area  planted.     These  pay- 
ments ceased  in  1921  but  were  resumed  in  1932.     The  premium  is  quite  small 
and  is  given  each  year  for  each  tree  cultivated  and  is  doubled  for  trees 
to  be  rehabilitated  by  heavy  pruning,  with  extra  premiums  paid  for  new 
plantings.     In  recent  years  the  annual  subsidy  has  amounted  to  only  about 
6  million  francs. 

Wine:     The  growing  of  grapes  for  wine  is  second  in  importance  only 
to  wheat  growing  in  the  French  agricultural  economy.     State  intervention 
in  behalf  of  wine  growers  is  comparable  in  importance  with  that  for  wheat, 
although  the  measures  taken  have  been  less  numerous  and  complicated.  On 
the  urgent  request  of  the  many  small  wine  growers,  the  Government  inter- 
vened at  the  time  of  the  crisis  beginning  in  1931,   caused  mainly  by  greatly 
increased  production.     Government  aid  has  taken  two  forms:     first,  external 
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measures  to  limit  imports  by  quota  and  propaganda  to  increase  exports;  and, 
second,  domestic  measures  to  reduce  production,  regulate  sales',  and  remove 
surplus . 

Aid  to  wine  producers  was  first  given  under  a  law  of  July  1931.. 
This  law  fixed  the  degree  in  vanes  of  each  category,  provided  for  State 
purchase  utd  to  250  million  francs  of  alcohol  distilled  from  wine,  imposed 
taxes  on  yields  greater  than  100  hectoliters  per  hectare,  partially  pro- 
hibited new  plantings  on  the  part  of  producers  having  more  than  10  hec- 
tares of  vineyards,  provided  for  obligatory  storage  and  distillation,  and 
prohibited  irrigation  during  a  specified  period  prior  to  harvest.     In  part 
because  of  a  certain  lack  of  precision  and  firmness  in  the  application  of 
these  measures,  however,  the  results  were  unsatisfactory  and  more  drastic 
measures  were  incorporated  in  the  law  of  July  1933.     This  law  was  followed 
by  others  that  increased  restrictions  or  instituted  new  ones.  Important 
among  the  later  restrictions  were  controlled  release  of  wine  by  lots  and 
provision  for  uprooting  150,000  hectares  of  vines.     The  latter  has  not 
as  yet  been  applied. 

The  wine  industry  has  shown  a  marked  recovery  since  the  low  point 
of  1934,  due  in  considerable  measure  to  obligatory  distillation  for  re- 
moving surplus,   to  smaller  crops,  and  to  a  better-regulated  movement  of 
supplies  to  market.     This  controlled  release  of  stocks  and  supplies  is 
credited  in  trade  circles  with  being  one  of  the  chief  causes  cf  recovery 
in  prices.    Recovery  was  not  so  rapid  as  was  desired,  partly  because  of 
slow  and,  at  first,  weak  application  of  the  measures  provided;  but  once 
set  in  motion  the  program  was  undoubtedly  of  considerable  benefit  to  wine 
producers. 

Government  intervention  -  social 

Somewhat  apart  from  specific  add  to  agriculture,  but  nevertheless 
of  considerable  importance  to  it  as  an  industry,  has  been  the  aid  granted 
to  improve  the  broader  social  aspects  of  farm  life.     Some  of  this,  as  in 
other  nations,  goes  back  many  years,  but  a  portion  is  relatively  new,  at 
least  in  the  application  to  agriculture.     Such  activities  as  fostering 
cooperative  marketing  and  purchasing  by  farmers  and  assisting  through 
grants  in  the  development  of  mutual  credit  and  insurance  systems  are 
examples  of  the  older  forms,  many  of  which  have  been  extended  in  the 
past  few  seasons.     In  recent  years  and  notably  under  the  Popular  Front 
government,  further  social  measures  have  been  instituted,   or,   if  existing 
elsewhere,  have  boon  applied  to  agriculture.     These  measures  have  bene- 
fited in  particular  the  agricultural  laborers. 

Family  allocations,  first  established  as  law  in  1932,  were  made 
applicable  to  agricultural  workers  in  August  1936.     Under  these  alloca- 
tions married  workers,  whose  responsibilities  a.re  greater  than  unmarried 
workers  receiving  the  same  pay,  are  assured  a  certain  sum  for  each  child 
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during  school  age  up  to  sixteen,   the  sum  "being  determined  by  the  Ministry 
of  Labor.     In  agriculture  this  is  worked  out  by  setting  rates  within  coun- 
ties, and  employers  are  required  to  contribute  to  the  fund  on  the  basis 
of  the  number  of  employees  so  that  in  effect  the  landowner  who  employs 
a  number  of  married  men  pays  no  more  than  one  who  employs  unmarried  men. 

Social  insurance  is  now  being  applied  in  the  field  of  agriculture. 
Such  insurance  gives  assistance  to  laborers  for  sickness,  disability,  old 
age,  and  childbirth.     There  is  also  a  form  of  20-year  endowment  policy. 
The  local  mutual  insurance  groups  handling  these  are  financed  through 
Government  loans,   through  small  premiums  from  the  insured,  and  by  the  re- 
insurance of  a  central  organization  controlled  by  the  Ministries  of 
Agriculture  and  Labor.     A  part  of  the  employee's  premium  is  furnished  by 
the  employer. 

Included  under  the  broad  objective  of  keeping  agriculture  in  balance 
with  industry  and  endeavoring  to  sustain  farm  population  as  a  general  good 
to  the  nation  through  preventing  migration  from  the  farm,  are  certain 
other  measures.     Funds  are  made  available  annually  for  rural  unification 
and  improvement,   such  as  road  construction,   electrification,  improved 
drinking-water  supplies,  etc.     Debt  assistance  was  granted  in  July  1937 
whereby  a  farmer  of  "good  faith  and  intentions"  might  be  accorded  a  delay 
of  2  years  in  the  payment  of  certain  debts.     Refunding  of  debts  was  also 
made  possible.     Not  as  a  direct  relief  measure,  but  as  a  real  help  to  the 
farmer,   the  Government  has  exerted  its  influence  to  keep  down  fertilizer 
prices . 

Further  legislation  of  a  social  nature  has  been  proposed.  This 
includes  minimum  wages,  collective  wage  contracts,  paid  vacations,  etc. 
Of  future  importance  to  the  farm  business  generally  is  the  discussion 
being  carried  on  for  a  reform  of  the  laws  covering  tenancy. 

Results  of  farm- aid  measures 

Farm-aid  measures  in  the  aggregate  have  not  greatly  influenced 
agricultural  production  in  France  except  as  they  may  have  prevented  the 
decline  in  production  of  certain  crops.     But  they  have  had  an  effect  on 
prices.     In  a  good  many  instances,  particularly  in  recent  years,  conclu- 
sions as  to  results  have  been  difficult  to  draw  because  the  programs  have 
not  been  in  effect  for  a  sufficiently  long  time  or  because  adequate  data 
are  not  available.     Also,  insofar  as  world  price  levels  have  an  influence 
on  the  French  market,  world  recovery  was  occurring  at  the  time  that  the 
French  agricultural  depression  was  becoming  most  acute.     There  was,  as  has 
been  indicated,  a  very  substantial  decline  in  foreign  trade  in  agricul- 
tural products.     This  was  due  in  part  to  a  lower  volume  of  world  trade 
generally.     But  since  France  maintained  the  value  of  her  money  at  its 
former  level  much  longer  than  most  countries  and  continued  in  a  relatively 
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prosperous  condition  after  the  depression  had  struck  in  most  other  coun- 
tries, her  imports  would  have  remained- relatively  high  had  not  the  various 
import  "barriers  "been  imposed^ 

All  trade  was  not  affected  in'  the  same  proportion,  particular 
attention  being  given  to  those  items "where  competition  was  most  severe, 
a  virtual  embargo  developing  on  wheat,'  whereas  imports  of  fruits  of 
various  kinds  showed  an  increase.    As  far  as  French  agriculture  was  con- 
cerned, the  effect  of  the  reduction  in  imports  from  foreign  countries 
was  not  3.11  that  could  have  been  desired,  particularly  on  a  few  items, 
because  of  more  or  less  free  entry  from  colonial  possessions,  notably 
v/ine  from  Algeria,  grains  from  northern  Africa,  and  fats  and  oils  from 
equatorial  Africa. 

Commodity  aid  measures,  while  applying  only  to  specific  products, 
nevertheless  contributed  in  the  aggregate  to  the  realization  of  the  un- 
expressed purpose  of  Government  aid,  namely  to  preserve,  the  status  quo  of 
French  agriculture.     Aid  to  wheat,-  wine,  dairy  products,  livestock,  and 
sugar  beets  covered  a  large  part  of  the  farm  enterprises  through  the  in- 
terrelation of  crops  and  the  fairly  well  established  crop  rotations.  It 
.  is  true  that  a  partial  effect  was  some  dislocation  or  substitution  as 
between  enterprises.     Ready  examples  are  the  effect  of  denatured  wheat  on 
secondary  cereals,  but  such  cereals  in  turn  benefited  from  import  protec- 
tion.    Of  more  importance  to  them  were  imports  of  feed  rice  from  Indo- 
China.     One  reason  for  the  hemp  program  was-  to-  prevent  further  shifts  to 
wheat.     The  pork  and  lard  export  subsidies-  helped  correct  a  situation 
arising  from  imports  of  peanut  oil  crushed  from  -a  colonial  product. 

In  the  main,  however,  no  significant-  shifts  or  displacements 
occurred,  ani  none  were  desired  as  such.     Rather,  a  certain  balance  between 
agriculture  and  other  parts  of  the  national  economy  was  desired  and 
largely  achieved  through  the  operation  of  farm  aid  on  the  price  structure. 
The  costs  to  the  national  budget  and  to  consumers,  however,  were  significant. 

In  the  social  field,   the  aid  given  to  -insurance  and  credit  has 
resulted  in  cheaper  forms  of  loans  and  protection  over  a  considerable 
period  of  years.     The  other  activities  of  a  more  directly  social  nature 
are  mainly  too  new  to  show  concrete  results,   if,  in  fact,   such  results 
can  over  be  clearly  shown.     If  the  present  aims  are  wisely  pursued,  they 
should  result  in  better  conditions  of  employment  and  higher  standards  of 
life  for  the  rural  worker. 

Cost  to  the  Government 

It  is  not  possible  to  determine  the  total  cost  of  the  several 
programs.     In  the  case  of  wheat,  which  has  been  the  most  costly,  the 
finances  are  not  directly  accounted  for  in  the  French  budget  and  most  of 
the  costs  or  expenditures  have  not  been  officially  published.     In  a  few 
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years,   the  cost  of  the  wheat  program  was  as  large  as,  or  larger  than,  the 
entire  French  agricultural  budget.     Individual  subsidies  granted  to  other 
crops  have  not  been  large.     In  fact,   the  French  agricultural  budget  itself 
is  minor  in  nature,  amounting  to  only  a  small  percentage  of  the  national 
budget;  in  1934,   the  last  year  for  which  complete  data  are  available,  in- 
cluding all  the  supplementary  credits,   it  amounted  to  slightly  under 
1,250  million  francs.     The  ordinary  agricultural  budget,  without  supple- 
ments, runs  around  500  million  francs. 

The  principal  costs,  however,  have  been  less  in  direct  governmental 
outlay  than  in  the  increase  to  consumers  in  prices  over  those  they  would 
have  had  to  pay  had  there  been  no  protective  price-fixing  or  other  aid 
programs . 

Effect  on  United  States  agri cultural  : export s 

The  decline  in  United  States  exports  of  important  agricultural 
products  to  France  since  1929  is  shown  in  the  following  table: 

Exports  of  specified  agricultural  products  from  the 
United  States  to  France,  1929  and  1936 


Commodity 
exported 


Unit 


1929 


1936 


Lard,   excluding  neutral   j  Pound  ]  10,824,452  :  14,860 

Rice,  grain   j  Pound  \  13,298,112  |  1,689,800 

Wheat,  grain   I  Bushel:  1,824,229  66,759 

Fresh  fruit:  i  :  • 

Apples  a/..,   •   ;  Box     .!  235,183  j  1,065,047 

Pears  b/..   j.  Bushel!  773  j     .  425,936 

Oranges   j  Box      :  102  j  375,035 

All  dried  fruits   \  Pound  ;  31,585,812  i  78,777,666 

Tobacco,  leaf   j  Pound  ;  35,839,953  i  19,958,569 

Cotton:  c/  !  ] 

Raw,   excluding  linters   !  Bale    ■  860,699  ;  758,264 

a/  Includes  apples  in  barrels  in  ter:..s  of  boxes;     1  barrel  -  3  boxes, 
b/  Bushels  of  50  pounds  each.     c/  Bales  of  500  pounds. 
Compiled  from  Foreign  Commerce  and  Navigation  of  the  United  States  and 
official  records  of  the  Bureau  of  Foreign  and  Domestic  Commerce. 


It  will  be  noted  that  exports  of  lard,   rice,  and  wheat  have  shown 
the  greatest  declines.     Exports  of  tobacco  fell  off  more  than  40  percent. 
To  some  extent  these  reductions  may  be  attributed  to  French  farm-aid  pro- 
grams, but  other  factors  also  played  a  part.     On  the  other  hand,  our  ex- 
ports of  fruit  to  France  were  much  larger  in  1936  than  in  1929,   in  spite 
of  the  fact  that  restrictive  import  quotas  and  higher  import  taxes  were 
in  effect. 
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u\\,i  Italy 

Despite  the  fact  that  a"bout  50  percent  of  the  Italian  population  is 
engaged  in  agriculture,   Italy  should  still  be  classed  as  an  agriculturally 
deficit  country.     Thus,  while  it  is  an  important  exporter  of  certain  spe- 
cially products,  such  as  fruits,  vegetables,   sill-,  and  wines ,   it  is  still 
more  or  less  dependent  upon  imports  of  agricultural  staples,  such  as  cot- 
ton, wool,  wheat,  coffee,  sugar,  and  meats. 

Historically,   the  Italian  agricultural  policy  was  largely  one  of 
protecting  domestic  agriculture  by  means  of  the  tariff,  with  little  direct 
aid  to  farmers.    Under  the  Fascist  regime,  on  the  other  hand,   the  primary 
objective  of  the  farm  program  has  been  the  expansion  of  agriculture  with 
the  view  of  attaining  national  self-sufficiency,  and  any  direct  aid  to 
farmers  has  been  granted  only  as  a  means  to  that  end.     It  should  be  noted, 
however,   that  such  an  agricultural  policy  was  not  part  of  the  Fascists' 
creed  when  they  came  into  power  but  is  the  result  of  changes  and  experi- 
mentation that  have  been  going  on  for  some  13  years.     The  three  distinct 
phases  during  that  period  have  been  (l)  the  "Battle  of  Wheat",    (2)  land 
reclamation  and  general  intensification  of  agricultural  production,  and 
(3)  restriction  and  control  of  agricultural  imports  and  s\ibsidizat ion  of 
some  exports. 

Early  e fforts  to  aid  agr i culture  limit e d 

The  beginning  of  Government  intervention  in  Italian  agriculture 
came  about  when  the  Fascist  leaders  realised  the  importance  of  wheat  in 
the  country's  national  economy.     Occupying  almost  one-fourth  of  Italy's 
cultivated  area,  wheat  is  the  primary  element  in  the  people's  diet.  Up 
until  the  close  of  the  nineteenth  century,  domestic  production  satisfied 
almost  all  of  the  country's  needs.     In  the  first  doca.de  of  this  century, 
however,   the  development  of  industrialization,  with  its  accompanying  rise 
in  living  standards  and  growth  of  population,  resulted  in  an  increase 
in  the  nation's  wheat  requirements.     Since  domestic  wheat  production  d.id 
not  follow  the  increasing  trend  of  wheat  consunntion,  increasing  quanti- 
ties of  grain  had  to  be  imported. 

During  and  immediately  following  the  World  War,   Italian  wheat  pro- 
duction was  far  behind  wheat  requirements,  and  much  larger  quantities  had 
to  be  imported  annually  than  in  pre-war  years .     Furthermore,  the  short 
crop  of  1924  resulted  in  heavy  imports  and  high  prices,  which,   in  the  face 
of  the  already  unfavorable  balance  of  trade,  threatened  further  on.  in- 
flated currency.     The  then  new  Fascist  regime  was  resolved  to  reduce  the 
large  imports  of  foreign  products  in  order  to  stabilise  the  currency. 
Moreover,  since  wheat  was  the  import  commodity  the  domestic  production  of 
which,  was  most  susceptible  to  expansion,  the  Fascist  leaders  decided  to 
launch  the  "Battle  of  Wheat." 
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The  principal  objective  of  this  campaign  was  to  increase  domestic 
wheat  production  to  the  point  of  freeing  Italy  from  its  dependence  on  for- 
eign nations  for  "bread.     It  should  "be  noted,  however,  that  when  the  wheat 
campaign  was  launched  nothing  was  said  officially  of  the  possibility  of  its 
being  part  of  a  general  program  of  intensification  of  Italian  agricultural 
production  aimed  at  national  self-sufficiency.     This  phase  of  the  Fascist 
agricultural  policy  was  to  develop  in  later  years. 

The  "Battle  of  Wheat" 

The  wheat  campaign  was  launched  in  the  summer  of  1925,  and  since 
that  date  an  increasing  number  of  measures  have  been  adopted  to- encourage 
wheat  production.     Direct  aid  to  wheat  growers  producing  high  yields,  grant 
of  credit  facilities,   construction  of  warehouses  and  silos,  reduction  in 
the  price  of  gasoline  used  in  farm  machinery,  redaction  in  railroad 
freight  rates,  and  financial  help  to  wheat  experiment  stations. 

Of  course,  .the  principal  factor  in  stimulating  wheat  production  has 
been  the  Government -policy,  of  maintaining-  Italian  wheat  prices  above  world 
market  levels.     This  was  accomplished  first  through  imposition  of  import 
duties  and,   in  recent  years,  by  fixing  domestic  wheat  prices  and  by  a  strict 
Government  control  of  foreign  and  domestic  trade  in  wheat.    From  January 
1915  to  July  1925,  foreign  wheat  was  imported  into  Italy  free  of  duty  and 
free  from  any  other  restriction.    With  the  inauguration  of  the  wheat  cam- 
paign, howevcr;  an  import  duty  of  39.4  cents  per  bushel  was  adopted.  This 
tariff  was  gradually  increased  and  reached  $1.68  per  bushel  in  December 
1935.    Because  of  the  short  wheat  crop  in  1936,   the  duty  was  reduced.  It 
is  at  present  about  26  cents  per  bushel,  but  Government  control  of 
foreign  trade  in  wheat  has  become  more  rigid. 

It  cannot  yet  be  said  that  Italy  is  self-sufficient  with  regard  to 
wheat.     It  is  a  fact,  however,   that  during  the  last  decade  wheat  produc- 
tion, acreage,  and  yield  per  acre  have  increased,  while  wheat  imports  have 
decreased  and  there  have  been  larger  exports  of  wheat  pastes.     The  aver- 
age yield  increased  from  17.2  bushels  per  acre  in  1921-1925  to  21.8  bush- 
els in  1931-1935.     During  the  same  two  5-ycar  periods,   imports  decreased 
from  an  average  of  91,325,000  bushels  to  22,630,000  bushels.     Since  total 
production  has  not  increased  so  fast  as  imports  have  diminished,  there 
has  been  a  decided  reduction  in  Italian  wheat  consumption. 

Most  of  the  decline  in  wheat  consumption  may  be  considered  a 
direct  result  of  the  tremendous  increase  in  Italian  wheat  prices  during 
the  last  12  years.     Just  before  the  inauguration  of  the  "Battle  of  Wheat," 
with  no  duty  on  imported  wheat,   Italian  wheat  prices  were  almost  identical 
with  those  prevailing  on  world  markets.     With  the  development  of  the  wheat 
program,  however,  and  the  erection. of  high  tariff  barriers  on  imported 
wheat,  the  disparity  between  world  and  Italian  wheat  prices  has  been  con- 
tinually on  the  increase  during  the  last  decade;  so  much  so,   that  since 
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1931  the  price  of  wheat  in  Italy  . has  always  "been,  "between'  two  and  three 
times  as  high  as  that  prevailing  on  world  markets.    At  the  present  time,, 
the  average  fixed  price  of  wheat  to  the  producer  is  about  $1*79  per  "bush- 
el for  bread  wheat  and  $2.00  per  bushel  for  durum. 

Land  re cl araat  ion  and  i nt e ns i f  i cat  ion  of  _ agr icultu.rp.l_  Jgj^uction 

Land  reclamation  work  in  Italy  under  Government  sponsorship  and 
control  dates  hack  to  1865.     In  fact,  by  1912  ail  the  major  parts  of  the 
present  Fascist  reclamation  program  had  been  conceived;  and,  when  viewed 
historically,   it  is  safe  to  state  that  the  present  program  is  but  an 
extension  of  pre-war  trends.    Results  of  pre-war  reclamation  works  were 
important  from  the  viewpoint  of  both  public  health  and  agricultural  pro- 
ductivity.    It  has  been  estimated  that  during  the  period  1860-1924  expendi- 
tures for  land  reclamation  were  authorized  in  the  amount  of  1,162  million 
lire  and  that  666. million  lire  were  actually  spent.    By  the  end  of  1922, 
i.e.,  at  the  beginning  of  the  Fascist  regime,  1,475,000  acres  of  marsh- 
land' had  been  reclaimed,   of  which  800,000  acres  were  already  under  culti-  . 
vation,  while  reclamation  work  was  in  progress  on  another  1,540,000  acres. 

It  was  more  than  3  years  after  the  launching  of  the  "Battle  of 
Wheat"  that  the  Fascist  government  gave  its  first  real  impetus  to  the 
land  reclamation  program.    By  1928,  it  was  found  that  the  original  idea 
of  self-sufficiency  in  wheat,  even  if  successful,  could  not  be  of  great 
help  to  the  Italian  economy  unless  it  was  accompanied  by  a  general 
intensification  of  agricultural  production.    The  concept  of  national 
agricultural  self-sufficiency  was  taking  root  in  the  minds  of  the  Fascist 
leaders,  and  it  was  then  that  a  comprehensive  program  of  land  reclamation 
was  started  with  the  view  of  obtaining  more  land  for  agriculture. 

The  financial  plan  under  the  decree  of  December  24,  1928,  (the 
so-called  "Mussolini  Act")  assured  the  land  reclamation  and  soil  improve- 
ment-schemes for  a  period  of  14  years  of  7  billion  lire,  of  which 
4,35  billion  lire  were  to  be  advanced  by  the  Government  and  2.65  billion 
by  the  landowners.     In  order  not  to  burden  the  Italian  Government's  bud-' 
get,  the  -financial  aid  of  the  State  is  provided  as  a  series  of  annual 
payments  running  over  a  period  not  to  exceed  50  years,   the  rate  of  this 
subsidy  varying  between  40  and  60  percent  of  the  cost  of  reclamation. 

Projects  are  classified  as  "land  reclamation"  works,  and  "land 
improvement"  works.    The  former,  which  include  drainage,  irrigation, 
pumping  stations,  rural  roads,  etc.,  are  carried  out  largely  at  Govern- 
ment expense.     The  "land  improvement"  works  involve  land-clearing  opera- 
tions, livestock  production,  farming  operations,  etc.,  and  are  worked 
out  by  the  landowners  under  the  guidance  of  the  State.     Thus,  land  im- 
provement works  cannot  be  started  until  land  reclamation  projects 
have  been  completed. 
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In  its  attcr.pt  to  attain  self-sufficiency  in  agriculture,  the 
Italian  Government  has  adopted  the  dual  policy  of  intensifying  production 
of  deficient  crops  and  "rationalizing'1  the  production  of  surplus  crops.- 
By ■ rationalization  of  agricultural  production,  the  Fascist  agricultural 
economists  mean  diminution  of  cost  of  production,  "betterment  of  the 
quality  of  the  product,  and  adaptation  of  production  to  consumption,  The 
principal  deficient  agricultural  commodities  other  than  wheat,   the  produc- 
tion of  which  the  Italian  Government  has  attempted  to  intensify,  are  cer- 
tain fruits  and  vegetahles,  herrro,  and  olive  oil.     The  principal  surplus 
products  that  have  received  Government  aid  are  silk,  rice,  and  wine.  With 
the  exception  of  wheat,  the  measures  taken  in  regard  to  these  products 
were  for  the  most  part  not  put  into  effect  until  quite  recently. 

Efforts  to  intensify  production  of  fruits  and  vegetahles  were  not 
particularly  effective  up  to  the  end  of  1935,  and  in  January  1926  a  Govern- 
ment hody  was  constituted  whose  functions  were  to  control  the  distribution 
and  supervision  of  fruits  and  vegetahles  intended  for  domestic  consumption 
to  regalate  the  v/holesale  markets  as  well  as  the  transportation  of  fruits 
and  vegetables,  and  to  organize  an  advertising  campaign  for  the  purpose 
of  increasing  domestic  production  and  consumption.     It  is  too  early  to 
evaluate  the  results  of  this  new  program. 

Government  aid  to  olive  growers  has  consisted  mainly  in  attempts 
to  increase  the  yield  per  acre  of .existing  groves  and  to  provide  facili- 
ties for  the  grafting  of  wild  olives  and  the  planting  of  new  orchards. 
The  program  has  been  supported  by  direct  financial  subsidies,  the  award- 
ing of  cash  prizes,  and  the  fixing  of  olive-oil  prices. 

In  the  case  of  rice,   Government  aid  has  been  directed  at  assuring 
growers  a  fair  return  for  their  product.     This  has  been  accomplished 
through  compulsory  price-fixing,  pooling  of  sales,  restriction  of  im- 
ports, and  subsidization  of  exports. 

The  problems  affecting  Italian  wine  growers  have  resulted  from  a 
decrease  in  domestic  consumption  of  wine  and  the  difficulties  encountered 
in  finding  export  markets.    Measures  designed  to  aid  wine  growers  were 
effective  mainly  following  the  large  wine  production  of  1935.     The  as- 
sistance took  the  form  of  providing  for  increased  storage  facilities  and 
the  compulsory  distillation  of  a  considerable  quantity  of  wine  for  the 
production  of  alcohol. 

Control  of  imports  and  subsidization  of  exp. orts 

In  1931,  as  a  result  of  the  depression,   the  Italian  Government 
decided  to  restrict,  imports  through  high  tariff  duties.     The  concept  of 
national  self-sufficiency  in  agricultural  production  was  also  beginning 
to  take  shape.    From  1931  to  1934,  import  duties  on  agricultural  products 
were  greatly  increased  and  in  some  instances  quotas  were  applied.  Early 
in  1935,  however,   it  was  discovered  that  high  duties  and  regular  import 
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quotas,  while  protecting  domestic  prices  and  stimulating  production,  were 
not  very  effective  in  forcing  farmers  to  intensify  their  production.  A 
system  of  ministerial  import  licenses  was  therefore  adopted.    This  system 
differs  from  the  regular  import  license  'Quotas  in  that  importers  are  not 
granted  any  authorization  to  import  a  product  unless  the  latter  is  re- 
garded by  the  Ministry  of  Agriculture  as  absolutely  necessary  to  comple- 
ment domestic  production  to  meet  national,  requirements*    Moreover,  these 
ministerial  licenses  a.re  not  issued  with  a  specified  year  as  a  basis  for 
the  quota,  and  the  officials  of  the  Department . are  the  sole  judges  as  to 
what  product,  how  much  of  it,  and  when  it  should  be  imported. 

In  short,  there  has  been  a  definite  shift  from  a  protectionist 
system  aimed  at  assuring  high  prices  through  import  tariffs  to  a  rigidly 
controlled  foreign  trade  aimed  at  forcing  farmers  to  intensify  their  pro- 
duction regardless  of  any  price  incentive*     Thus,  import  duties  have  been 
reduced  and  ministerial  licenses  have  been  liberally  granted  in  years  of 
short  wheat  crops  and  the  reverse  has-  taken  place  in  years  of  large  crops. 
The  same  policy  prevails  in  the  case  of  export  subsidies.     In  years  of 
large  olive  and  rice  production,  export  subsidies  have  been  granted; 
whereas  in  years  of  short  crops,  exports  have  been  restricted  and  export 
licenses  have  been  required.     In  some  instances,  such  as  following  the 
short  production  of  edible  olive  oil  in  1936,  not  only  have  exports  of 
olive  oil  been  subject  to  export  licenses  but  the  payment  of  an  export 
duty  has  been  required  on  any  oil  leaving  the  country. 

There  is  little  definite  information  available  regarding  the 
policy  followed  by  the  Italian.  Government  in  subsidizing  exports.  In 
the  case  of  some  few  products,  such  as  silk  and  rice,  export  subsidies 
have  been  paid.    Most  of  the  subsidies,  however,  have  apparently  taken 
the  form  of  premiums  and  rebates  on  foreign  exchange  and  the  refund  of 
taxes. 

go s t  of  Go v e rnm en t  _ai d 

Complete  data  in  regard  to  the  cost  of  Government  aid  to  agricul- 
ture are  not  available.     Government  expenditures  for  land  reclamation  have 
already  been  mentioned.     It  is  estimated  that  direct  Government  expendi- 
tures for  the  promotion  of  wheat  production  have  been  in  excess  of  500 
million  lire,  although  this  latter  cost  is  offset  to  some  extent  by  the 
duties  collected  , on  imported  wheat. 

The  cost  of  the  wheat  program  to  Italian  consumers  has  been  tre- 
mendous.   Prom  July  1925,  when  the  policy  of  restricting  wheat  imports  was 
adopted,  to  July  1937  it  is  estimated  that  Italian  consumers  had  paid  a 
premium  of  about  2.8  billion  dollars,  or  about  twice  as  much  for  their 
wheat  as  they  would  have  paid  had  no  duty  been  in  effect.     This  high  cost 
to  the  Italian  public  accounts  for  the  fact  that  the  per-capita  consump- 
tion of  wheat  in  Italy  has  decreased,  falling  from  7.8  bushels  in  1925-26 
to  6.5  bushels  in  1936-37. 


44 


Foreign  Agriculture 


The  programs  for  other  crops  have  not  "been  in  existence  so  long- 
as  those  for  wheat,  and  data  are  incomplete.     In  general,  however,  it  may 
be  stated  that  the  increase  in  prices  received  by  producers  has  more  than 
offset  any  increase  in  consumer  income,  thereby  increasing  the  share  of 
the  national  income  received  by  farmers. 

Results  . 

In  considering  the  internal  effects  of  measures  taken  by  the 
Italian  Government  to  assist  agriculture,   it  should  be  borne  in  mind 
that  these  measures  can  no  longer  be  regarded  in  the  light  of  farm  aid 
as  such  but  rather  as  part  of  the  national  economic  plan.     It  is  inter- 
esting to  observe,  however,  that  the  improvement  in  the  position  of  the 
producers  of  a  particular  product  has  often  been  accomplished  at  the  ex- 
pense of  producers  of  one.  or  more  other  products.     The  Italian  wheat 
program,  for  example,  has  obviously  brought  about  an  increased  production 
of  wheat  at  higher  prices.     The  increased  acreage  of  wheat,  however,  has 
caused  a  decrease  in  the  acreage  of  other  grains,  and  this  in  turn  has 
led  to  smaller  livestock  numbers.    Furthermore,  the  higher  prices  for 
wheat  have  resulted  in  some  decline  in  consumption. 

In  the  following  table  are  shown  the  acreage  and  production  of 
specified  crops  over  a  period  of 'years: 


Acreage  and  production  of  specified  crops  in  Italy, 
average  1925-1927,  annual  1929,  1936,  and  1937 


Item 

Unit  : 

Average 
1925-1927 

1929 

1936 

1937 

Thousands 

Thousands 

Thousands 

Thousands 

Acreage 

Wheat  

Acre 

12,037 

11,656 

12,693 

12,819 

Corn  

Acre 

3,738 

3,561 

3,  680 

3,626 

Oats.  

Acre 

1,212 

1,191 

1,075 

1,069 

Barley  

'  Acre 

582 

571 

482 

483 

Rice  

Acre 

.  358  • 

368 

358 

344 

Potatoes .... 

Acre 

866 

1,041 

979 

965 

Tobacco  

Acre 

97 

95 

80 

80 

Production 

Wheat  

•  Bushel 

219,099 

245 , 009 

224,570 

296,010 

Corn. ........ 

j  Bushel 

105 , 142 

99 ,337 

120,115 

133,851 

Cats  

Bushel 

I       39 , 614 

41,129 

32,952 

42 , 591 

Barley  

i  Bushel 

11,109 

11 , 704 

8  ,845  . 

10,727 

Rice  a/  

Pound 

915,272 

989, 603 

998,821 

906,442 

Potatoes. . . . 

Bushel 

78,557 

103,599 

|<  87,369 

105,518 

Tobacco  

Pound 

89 , 654 

•  106,262 

96,783 

94,799 

a/     Cleaned  basis. 
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A  considerable  part  of  the  increase  in  wheat  acreage  since  1927, 
as  previously  mentioned,  is  accounted  for  by  a  decline  in  the  acreages  of 
other  crops.     The  remainder,  however,  has  been  due  to  an  expansion  of  the 
agricultural  area  under  the  land  reclamation  projects. 

The  significant  conclusion  to  be  derived  from  the  above  table  is 
that  considerable  su-ec-ees  has  been  achieved  in  increasing  yields  per  acre. 
Thus ,  .  despite  the  fact  that  acreages  of  the  crops ..  shown:,  except  wheat  and 
potatoes,  were  smaller  in  1936  and  1937  than  the  average  for  1925-1927, 
production  during  the  past  2  years  has  generally  been  in  excess  of  aver- 
age production  during  the  earlier  period. 

Of  particular  interest  are  the  attempts  of  Italy  to, increase  the 
domestic  production  of  both  natural  and  artificial  fibers,  principally . be- 
cause considerable  success  has  been  achieved  in  this  field.    The  average 
acreage  of  hemp,  for  example,  during  the  period  1931-1935  was  147,000 
acres.    This  increased  to  185,000  in  1936  and  to  214,000  acres  in  1937. 

The  increase  in  the  production  of  natural  fibers,  however,. is  of 
minor ■ importance  compared  with  the  strides  made  in  the  production  of  ar- 
tificial fibers.    According  to  an  I  tali  ail  statement  of  November  18,  1937, 
the  percentage  of  substitutes  used  in  textiles  increased  from  10  in 
1934  to  48  in  1937.  7_/    Italian  cotton-spinning  mills  used  99.5  percent  of 
natural  cotton  in  1934  and  only  68  percent  in  1937. 

Varying  success  has  been  achieved  in  the  assistance  given  to  the 
producers  of  the  surplus  crops,   such  as  rice  and  olive  oil.     While  the 
rice  acreage  has  remained  stationary  for  the  past  few  years,  there  has 
been  an  increase  in  the  average  yield  per  acre.  Furthermore,  the  increa.se 
in  prices  received  by  producers  by  approximately  20  percent  since  1931 
has  resulted  in  a  decrease  in  exports  of  polished  rice  and  an  increase  in 
the  apparent  domestic  disappearance.    The  increased  consumption  of  rice 
has  aided  somewhat  Italy's  program  of  agricultural  self-sufficiency,  since 
there  has  been  some  substitution  of  rice  for  wheat  in  the  Italian  diet. 

From  the  point  of  view  of  production,   the  olive  program  cannot 
be  considered  particularly  successful.     Data  in  regard  to  the  number  of 
olive  trees  in  Italy  are  not  available,  but  production  of  olive  oil  de- 
clined from  approxima.te.ly  617  million  Dounds  in  1929  to  only  334  million 
pounds  in  1936,  but  increased  to  495  million  pounds  in  1937. 

The  various  measures  undertaken  by  the  Government,   in  respect 
not  only  to  agriculture  but  to  the  general  economy  of  the  country,  have 
had  an  adverse  effect  upon  the  livestock  industry.     Italian  livestock 
producers  have  had  to  contend  with  high  costs  of  feedstuffs,  which  de- 
creased their  ability  to  meet  the  competition  of  cheaply  produced 

7/  Report  of  the  President  of  the  "Confederation  of  Industrialists." 
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Danubian  meats.     As  can  "be  seen  from  the  following  table,  numbers  of  all 
kinds  of  livestock  except  hogs  were  substantially  lower  in  1937  than  they 
were  in  1926,  with' a  resultant  greater  dependence  upon  imported  livestock, 
wool,  butter,  and  eggs. 

Livestock  numbers  in  Italy,  March  1926,  1930, 


1936.   and  1937 

Classif i  cation 

1936.  ..  

1930 

1936 

1937 

Thousands 

7 , 4-00 
12,350 

.2,350. 
3  ■  3,100 

Thousands 

7 , 289 
9,095 

2 , 814 
1,804 

Thousands 

,?,235 
8,862  . 
3,206 
1,795 

Thousands 

7,089 
..  10,268 
3,318 
1,893 

Land  reclamation  results 


It  is  not  an  easy  matter  to  evaluate  the  results  to  date  of  the 
Fascist  land  reclamation  program  since  many  of  the  statistics  are  either 
lacking  or  inconsistent.     It  cannot  be  denied,  however,   that,  when  meas- 
ured in  terms  of  financial  and  physical  magnitude,  land  reclamation  and 
soil  improvement  work  of  the  Fascist  regime  are  quite  impressive.  On 
the  other  hand,   there  is  no  doubt  that  many  of  the  reclamation  undertak- 
ings have  been  carried,  out  with  little  consideration  for  their  economic 
value.     This  has  resulted  in  a.  large  increase  in  agricultural  indebted- 
ness and  the  consequent  extension  of  the  influence  of  financial  institu- 
tions over  agriculture. 

Government  control  of  foreign  trade  in  agricultural  products  has, 
to  a  large  extent,  followed  the  caprices  of  the  weather.     It  is  lax  with 
short  crops  and  firm  in  years  of  heavy  production,  but  it  has  not  acted 
as  an  incentive  for  a  permanent  increase  in  agricultural  production.  Of 
course,   the  application  of  this  system,  especially  through  the  control 
of  foreign-exchange  transactions,  has  helped  to  strengthen  the  control 
of  the  Italian  currency.     Moreover,  farmers  have  benefited  from  this 
system  because  prices  for  their  products  have  largely  been  stabilized; 
but  the  cost  to  the  consuming  public  has  been  grea.t . 

Effect  on  United  States  exports 

Italy's  drive  toward  self-sufficiency,  together  with  the  policy 
of  favoring  imports  of  agricultural  products  of  nearby  countries,  ha.s 
caused  a  drastic  decline  in  United  States  exports  of  agricultural  prod- 
ucts to  Italy.     It  must  be  recognized,  though,   that  in  the  case  of  some 
commodities,   such  as  wheat,  lard,  and  pork  products,  our  exports  would 
have  been  lower  in  any  event  because  of  our  reduced  supplies. 
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Exports  of  the  principal  agricultural  products  from  this  country 
to  Italy  are  shown  in  the  following  table: 

United  States  exports  to  Italy  of  specified  agricultural  products, 
 average  1925-1927,  annual  1929  and  1936  


Commodity 
 ■.exported  L 


Unit 


Cotton,  unmanufactured  a/.. 

Bale 

762,980;  ; 

819,988 

365,989 

Tobacco,  leaf....'  

Pound 

6,779,938; 

3 , 367 , 772 

323,750 

Pound 
Pound 

15,532,963;' 

102,671! 
;  3 , 445  ,  656: 

27,011,750 
2,709,533 
14,168,294 

0 

Pork,  fresh  

0 

Pound 

105 

Bushel 

11,531,613: 

8 , 052: 

754,283 
2,586,759 

204,342 

Bushel 

0 

Hi  ce ,  grain  .......... 

Pound 

189,296;- 

4,428,321 

218,000 

Pound 

2,  553,  llli 

' 3,733,798 

167,262 

0 ther  dried'  f  rui t  

Pound 

529 . 514: 

1.503. 798 

83.375 

a/  Bales  of  500  pounds. 

Ave  rage  : 


1936 


It  is  apparent  fro 
ucts  to  Italy  have  -oracti 


the  above  table  that  our  exports  of  hog  prod- 
illy  disappeared.     In  the  light. of  the  develop- 
ment in  -livestock  numbers  in  Italy,  it  would  appear  that  this  decline  was 
not:  due  so  much  to  increased  Italian  production  as  to  the  policy  employed 
by  Italy  of  obtaining  most  of  the  livestock  products  from  the  nearby 
Danubian  countries. 

Exports  of  leaf ■  tobacco ,  grains,  and  dried  fruits  from  the  United 
States  are  only  a  fraction  of  what  they  were  in  the  earlier  periods  shown. 
Because  of  short  supplies  in  this  country,  the  United  States  has  shipped 
very  little  grain  to  Italy  in  recent  years.     Even  with  normal  crops,  how- 
ever, our  exports,  of  grain  to  Italy  would . probably  have  declined  because 
of  the  increase  in  Italian  production.     An  increase  in  Italian  production 
of  dried  fruits  was  also  probably!,  responsible  for  the  decline  in  our  ex- 
ports of  those  products.     The  increase  in  Italian  production  of  tobacco, 
however,  has  not  been  sufficient  to  a.ccount  fully  for  the  decline  in  our  ex- 
ports of  that  product  to  Italy.     Furthermore,  Italy  has  in  recent  years 
been  exporting  dark  fire- cured  tobacco,  particularly  to  Germany.     Part  of 
the  decline  in  our  exports  of  this  product  can  probably  be  attributed  to 
a  decline  in  Italian  consumption,  but  here  again  Italy  has  been  obtaining 
increasing  quantities  of  tobacco  from  the  Danubian  countries.  Further- 
more,- it  would  appear  that  there  has  been  a  substantial  increase  in 
Italy's  production'  of  the  types  of  tobacco  formerly  obtained  from  the 
United  States. 


Italy  produces  little  or' no  cotton.     Decline  in  United  States  ex- 
ports of  that  product  to  Italy,  therefore,  are  due  to  Italy's  increasing 
production  of  artificial  fibers  and  to  a  decreased  need  for  cotton  be- 
cause of  the  loss  of  export  markets  for  Italian  cotton  textiles. 
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Japan 

The  unprecedented  progress  of  industrialization  in  Japan  during 
the  last  60  years  should  not  obscure  the  fact  that  rural  inhabitants 
still  constitute  approximately  50  percent  of  the  total  population  of 
the  country.     Agriculture  remains  the  leading  industry  with  respect  to 
invested  capital  and  net  output;   it  supplies  most  of  the  country's  food 
requirements  and  is  an  important  factor  in  Japanese  foreign  trade.  But 
notwithstanding  the  important  posi tion  of  agriculture  in  Japan's  national 
economy,   it  is  commonly  agreed  now  that  it  has  .been  -suffering  from  a 
growing  depression,  especially  compared  with  the,  progress  made  by  Japanese 
industry  and  trade.     Certain  measures  have  been  adopted  with  a  view  to 
aiding  the  stricken  agricultural  economy  of  Japan.- .  Before  discussing 
more  concretely  the  nature  of  the  various  measures,  promulgated  by  the 
Government,  it  is  pertinent  to  point  out  the  leading  factors  that  gave 
rise  to  the  grave  agricultural  situation  with  which  the  country  has  been; 
faced  in  recent  years. 

The  background 

Natural  conditions,  in  conjunction  with  economic  and  social 
factors,  have  made  for  small-scale  farming  in  Japan.     The  cultivation 
of  the  land  has  been  pushed  to  the  utmost  limit,  and  the  production  ca- 
pacity of  agriculture  has  been  increasing  steadily.    This  increase,  how- 
ever, has  not  been  sufficient  to  keep  pace  with  the  expansion  in  rural 
population  and  thereby  relieve  the  pressure  against  the  land,   which  is 
the  basic  cause  of  Japan's  agricultural  ills. 

Japan's  15  million  acres  of  arable  land  are  very  unevenly  dis- 
tributed among  the  farmers.    Uearly  52  percent  of  all  the  farm  owners 
possess  less  than  1.25  acres  each.     On  the  other  hand,  300,000  families, 
which  represent  only  3.6  percent  of  3.11  the  farm  households,  control  23 
percent  of  the  entire  cultivated  land.     Almost  69  percent  of  all  the  farm 
households  suffer  from  insufficient,  or  total  lack  of,  land.     This  group 
must  rent  land  from  those  in  whose  hands  it  is  largely  concentrated. 
This  condition  has  brought  about  the  development  of  farm  tenancy  in 
Japan  on  a  very  large  scale. 

The  burdensome  debt  shouldered  by  Japanese  farmers  is  an  im- 
portant factor  in  the  Japanese  agricultural  depression.    Prior  to  the 
World  War,   the  total  indebtedness  amounted  to  746  million  yen,  or  an  av- 
erage of  135  yen  per  household.     It  has  since  multiplied  many  times.  It 
is  generally  agreed  that  in  1936  the  total  farm  indebtedness  was  probably 
not  less  than  6  billion  yen  ($1,700,000,000)  or  an  average  of  slightly 
over  1,000  yen  ($290)  per  farm. 8/    If  the  interest  rate  on  the  total 
farm  indebtedness  were  only  12  percent  (in  more  than  50  percent  of  the 

§./  Conversions  to  dollars  from  Japanese  currency  made  at  the  average  ex- 
change rates  prevailing  during  the  years  indicated. 
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cases  it  is  as  high  as  20  or  30  percent),  the  yearly  charge  would 
amount  to  720  million  yen  ($209,000,000),  or  38  percent  of  the  aver- 
age net  farm  income  during,  the  years  1931-1935. 

.  Taxation  also  weighs  more  heavily  on  land  than  on  the  mobile 
wealth  of  trade  and  industry..  The  incidence  of  taxation  reveals  the  ex- 
tent 'to  which  agriculture  is  discriminated  against  in  favor  of  a  pros- 
perous and  expanding  trade  and  industry.     Thus,  according  to  the  Imperial 
Agricultural  Society,  in  recent  years  landlords  paid  51  percent  in  taxes 
on  an  income  of  500  yen;  peasant  proprietors  paid  31  percent;   and  mer- 
chants and  manufacturers  paid  only  14  and  18  percent,  respectively. 

The  afore-mentioned  conditions  had  "beer  gradually  undermining 
Japan's  agricultural  economy  for  many  years  prior  to  1929,  but  the  real 
gravity  of  the  situation  was  not  revealed,  chiefly  because  of  the  high 
prices  of  staple  Japanese  products,  such  as  rice  and  silk  cocoons.  The 
first  sign  of  a  downward  tendency  in  agricultural  prices  was  noted  in 
1926,  and  it  continued  until  prices  reached  bottom  in  1931.    With  1925 
as  a  base,   the  combined  index  of  agricultural  prices  was  71  in  1929  and 
42  in  1931.    The  precipitous  price  decline  was  reflected  in  the  marked 
decrease  in  the  total  value  of  agricultural  products,  namely,  from 
4,484,400,000  yen  ($1,840,000,000)  in  1925  to  2,046,000,000  ($999,000,000) 
in  1931.     The  combined  farm  income  from  the  sale  of  rice,  silk  cocoons, 
and  Theat,  which  was  estimated  at  1,648,000,000  yen  ($760,000,000)  in 
1929,  declined  to  844,000,000  ($412,000,000)  in  1931. 

Expansion  of  agricultural  output 

The  agricultural  depression  was  partly  the  result  of  the  tradi- 
tional Japanese  policy  of  increasing  agricultural  production.  The 
industralization  of  Japan  and  the  growth  of  population  increased  the 
demand  for  agricultural  products.     The  need  of  sustaining  an  ever-growing 
population  from  the  limited  area  and  the  extremely  low  standard  of 
living  call  for  free  entry  of  foodstuffs."    Yet  the  policy  of  the  Japanese 
Government  has  been  to  restrict  importation  of  foodstuffs  and  to  stimu- 
late domestic  production.     The  Government  has  been  eminently . successful 
in  this  respect.    At  the  present  time,  85  percent  of  all  the  rice  con- 
sumed in  Japan  is  produced  domestically,  while  with  respect  to  all  other 
foodstuffs  Japan  is  practically  self-sufficient. 

The  increase  in  the  wheat  output  through  a  special  Five-Year  Plan, 
inaugurated  in  1932,  is  the  latest  successful  example  of  this  policy. 
The  operation  of  the  plan  was  speeded  up  largely  by  raising  the  tariff 
on  wheat  and  wheat  flour,  \)y  the  development  of  high-yielding  new  varie- 
ties, and,  in  general,  by  the  introduction  of  better  cultural  methods. 
To  a  large  extent,  the  increased  area  under  wheat  was  obtained  at  the  ex- 
pense of  land  formerly  used  for  the  cultivation  of  barley,  and,   to  a 
smaller  extent,  it  was  introduced  on  lands  formerly  planted  in  mulberry. 
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The  very  low  rice  prices  (prior  to  1935)  led  a  number  of  farmers  to  turn 
over  some  of  the  rice  land  to  wheat  cultivation.     The  output  in  1932-33, 
estimated  at  32.7  million  bushels  of  wheat,  was  increased  to  47.6  mil- 
lion "bushels  in  1934-35,   thereby  achieving  virtual  self-sufficiency  in 
the  third  year  of  the  operation  of  the  plan.     The  goal  set  by  the  plan 
was  achieved  in  1937-38,  when  the  output  exceeded  50  million  bushels. 
Wheat  imports  have  declined  greatly  and  in  the  past  few  years  have  been 
largely  used  for  milling  flour  for  export. 

. The ' successful  execution  of  the  wheat  program  resulted  in  a 
marked  increase  of "farm  income  from  wheat  cultivation,  from  64  million 
yen  $18,000,000)  in  1932  to  169  million  yen  $£9,000,000)  in  1936.  It 
should  be  borne  in  mind,  however,   that  wheat  plays  a  minor  part  in 
Japanese  agricultural  economy  and  diet  compared  with  rice. 


Acreage  and  production  of  principal  crops  in  Japan,  1929-1937 
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Compiled  from  Agricultural  Statistics,  1937;  Statistical  Abstract,  of 
Ministry  of  Agriculture  and  Forestry,  1935-1936;  Oriental  Economist. 


Price  control  measures 

Since  the  World  War'*  and  particularly  since  1929,  it  has  been 
demonstrated  that  this  policy  of  expansion,  both  in  Japan  proper  and  in 
Chosen  and  Taiwan,  resulted  in  surpluses  and  in  sharp  price  declines.  The 
Government  was  forced,  therefore,   to  shift  the  emphasis  to  measures  of 
agricultural  price  control.    More  concretely,  its  policy  has  been  to 
prevent  a  further  decline  of  agricultural  prices  and  to  maintain  them  at 
a  level  that  would  increase  the  purchasing  power  of  farmers. 
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Rice;    More  than  half  of  the  entire  arable  land  of  Japan  is  under 
rice;  nearly  half  of  the  value  of  all  farm  products  is  represented  "by 
this  cereal;  and  the  majority  of  the  farming  population  is  engaged  in 
rice  cultivation,    in  the  past,  Japanese  rice  prices  have  been  subjected 
to  violent  fluctuations.    The  economic  and  political  repercussions  fol- 
lowing in  the  wake  of  either  too  high  or  too  low  a  price  caused  great 
concern  to  the  Japanese  Government.    For  this  reason  strenuous  efforts 
have  been  made  during  the  past  16  years,,  through  the  enactment  of  a 
series  of  rice-control 'laws  ,  to  maintain  rice  prices  at  levels  thai  would 
satisfy  the  interests  of  producers  without,  at  the  same  time,  sacrificing 
those  of  consumers. 

The  basic  principles  adopted  may  be  gleaned  from  the  law  enacted 
in  1933,    In  accordance  with  its  provisions  the  Government  is  authorized 
to  fix  each  year  a  •minimum  and  a  maximum  price  at  which  it  stands  ready 
to  buy  or  sell  rice  in  order  to  maintain  the  market  price  between  the 
two  fixed  levels.    The  minimum  price  is  fixed  on  the  basis  of  the  cost 
of  production  and  the  maximum  price  on  the  basis  of  the  cost  of  living. 
In  order  to  adjust  seasonal  movements  and  uneven  distribution  of  rice 
among  the  various  regions,  the  Government  takes  account  of  the  volume  of 
rice  shipped  monthly  from  all  Prefectures  of  Japan,  as  well  as  from 
Chosen  and  Taiwan,    A  license  system  regulates  the  imports  of  foreign 
rice,  and  control  is  exercised  with  respect  to  other  grains  that  are 
likely  to  affect  the  balance  between  the  demand  and  the  supply  of  rice. 
To  carry  out  the  main  provisions  of  the  law,  the  Government  established 
a  special  rice  fund  of  800  million  yen,  which  may  be  increased  to  a 
total  of  1,150  million  yen. 

The  1933  law  was  modified  by  the  Autonomous  Rice  Control  Law  of 
1936.    Its  chief  aim  is  to  stabilize  prices  at  desired  levels,  through 
the  local  control  of  surplus  rice  by  producers,  while  easing  the  burden 
imposed  on  the  Government  by  the  existing  rice  policy.    The  latter  was 
to  be  accomplished  by  reducing  the  volume  of  rice  to  be  purchased  by 
the  Government  for  the  purpose  of  market  regulation,  thus  proportion- 
ately reducing  the  financial  burden  of  the  State.    The  law  provides  that 
the  landlords,  the  independent  farmers,  and  the  tenant  farmers  are  to 
be  organized  into  local  and  federal  Rice  Control  Associations,  which  may 
be  authorized  by  the  Government  to  store  the  surplus  rice  in  their  areas. 
The  Department  of  Agriculture  is  authorized  to  grant  the  various  asso- 
ciations special  bounties  covering  the  expenses  incurred  in  storing,  as 
well  as  loans  at  a  low  rate  of  interest  against  the  stored  rice.  The 
surplus  rice  is  to  be  kept  in  storage  until  such  time  as  the  current 
market  price  rises  above  the  minimum  official  price. 

The  price  of  rice  is  to  be  fixed  by  the  Government  as  in  the  past, 
with  the  exception,  however,  that  the  official  minimum  and  maximum  prices 
established  in  December  will  not  be  the  same  during  the  entire  year. 
According  to  a  new  provision,  the  minimum  price  fixed  in  December  will 
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increase  monthly  by  a  sum  corresponding  to. the  interest  on  the  money 
value  of  the  rice  and  to  the  warehousing  charge.     The  March  price  will 
hold  good  throughout  the  remainder  of  the.  year.     This  measure  was  ex- 
pected to  reduce  the- volume  of  the  new-crop  rice  usually  offered  to  the 
Government  immediately  upon  the  announcement  of  the  official  minimum 
price.     The.  investment  of  the  G-overnment  in  rice  purchases  would  he  di- 
minished accordingly.  '     ■•  .... 

.,  The- efforts  of  the  Government  .to  aid.  farmers  through  the  regula- 
tion of  the  price  of  rice  were  only,  partially  successful .     The  method  of 
control  was  not  always  instrumental  in  raising  the -market  price  to  the 
level  desired,  despite  the  230-m ill  ion-yen  loss  sustained  by  the  Govern- 
ment in  the  cour.se  of  the  operation  of  the  .rice  laws.     On -the  other  hand, 
it  may  be  pointed  out  that  but  for.' these  measures  the  price  of  rice 
would  have  fallen  even  below  the  prevailing  levels.     The  unrestricted 
imports  .  into  .  Japan -of,  colonial'  rice  from  Chosen  and  "Taiwan  and  the  fail- 
ure of  the  Government  to  control,  the 'price  of  rice.,  by  decreasing  the 
crop  acreage,  weakened  the  effectiveness  of  the  adopted  measures. 

In  1935  and  1936,  the  Japanese  farm  income  from  rice  was  905 
million  yen( $260, 000., 000)  and.  1,044  million  yen  ($303,000,000),  respec- 
tively, as  against  819  million  yen  ($378,000,000)  in  1929.    Aside  from 
the  fact  that  in  1936,  the:  crop  was  13  percent  -above  the  1929  crop,  rice 
prices . during  those  years  were  higher  than  in  1929.     The  higher  prices 
may  be  attributed  to  the  general  rise  in  commodity  prices ,  which  was 
pronounced  in  1935  end  even  more  so  in  1936,  rather  than  to  the  Govern- 
ment measures  that  aim  to  stabilize  prices  at  certain  fixed  levels- 

Cocoons:     Sericulture  occupies  an  important  place  in  Japan's 
agricultural  economy.,    It  is  very  often  the  farmer's  only  source  of  cash 
income.    More  than  a  third  of  all  the  farm  households  are  engaged  in 
sericulture,  and. even  in  1933,  when  silkworm-cocoon  prices  were  at  a,  very 
low  level,  the  gross  income  from  such  sales  accounted  for  24  percent  of 
the  total  receipts  derived  from  marketing  agri cultural  products. 

The  Government  has  attempted  to  relieve  the  economic  distress  of 
the  cocoon  raisers  through  the  promulgation  of  measures  that  aim  to 
achieve  the  following:     (1)  Improve  the  quality  of  cocoons  and  at  the 
same  time  reduce  the  cost  of  production;    (2/  increase  the  demand  for 
cocoons  and  raw  silk;  and  (3)  stabilize  cocoon  prices  through  greater 
governmentai  control  over  the  disposal  of  cocoons.    But  in  view  of  the 
fact  that  the  price  of  cocoons  is  governed  by  the  price  of  raw  silk,  the 
attention  of  the  Government  was  concentrated  chiefly  on  raising,  or  pre- 
venting a  further  decline  of,  raw-silk  prices. 

Numerous  laws  were  promulgated  to  that  end,  providing  for  Govern- 
ment-loans and  subsidies,  Government  purchases  of  surplus'  silk,  and 
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restriction  of  silk  sales  and  silk  output.    On  occasions,  the  silk  cocoon 
raisers  received  also  direct  financial  assistance.     In  1930  and  1931, 
they  secured  Government  loans  amounting  to  130  million  yen.    While  in- 
tended as  a  relief  measure,  the  Government  utilized  these  loans  as  a 
means  for  curtailing  the  cocoon  crop.    But  the  decline  of  the  cocoon  out- 
put, in  the  face  of  a  lagging  demand  for  stored  or  newly  reeled  silk, 
rendered  ineffective  the  attempt  to  raise  the  price  of  cocoons  by  re- 
stricting their  output.    Farm1 income  of  cocoon  raisers  continued  to  de- 
cline, amounting  to  304  million  yen  ($61,000,000)  in  1934  a a  against  665 
million  yen  ($307,000,000)  in  1939. 

The  pronounced  competition  from  rayon  has  hindered  the  attempts 
of  the  Government  to  stabilize  silk,  and  therefore  cocoon,  prices  at 
higher  levels.     (It  may  be  mentioned,  in  this  connection,  that  in  1936 
Japan  attained  the  position  of  the  'world's  largest  producer  of  rayon 
and  retained  this  position  in  1937.)     Fundamentally,  however,  the  pros- 
perity of  the  Japanese  farmers  engaged  in  cocoon  raising  depends  upon 
economic  conditions  in  the  United  States,   wiich  is  Japan's  principal 
market  for  raw  silk.    That  income  from  cocoons  increased  from  304-  mil- 
lion yen  ($61,000,000)  in  1934  to  373  million  yen($103, 000, 000)  in 
1936  may  be  attributed  to  improved  business  conditions  in  the  United 
States  rather  than,  to  the  operations  of  the  special  measures  promul- 
gated by  the  Japanese  Government. 

F^xMiLzexs. 

In  order  to  maintain  a  high  level  of  production,  Japanese 
farmers  must  spend  increasingly  large  amounts  for  manufactured  ferti- 
lizers; in  recent  years  their  cost  has  constituted  about  35  percent  of 
the  total  cash  e:<penditures  of  the  farming  population.     For  this  reason, 
the  price  of  fertilizers  is  of  paramount  importance  to  the  farmer. 

Until  1935  the  Government  has  done  very  little  by  way  of  pre- 
venting a  rise  in  the  price  of  fertilizers.     In  the  years  of  depres- 
sion, when  prices  of  agricultural  products  were  declining,   those  of 
fertilisers  were  rising.     With  1935  as  a  base,  the  index  number  of  the 
value  of  chemical  fertilizers  was  118.9  in  1930  and  131.6  in  1934.  This 
situation  forced  the  Government  to  enact  a  law  (May  33,  1933)  for  the 
control  of  the  principal  fertilizers.     In  accordance  with  the  main  pro- 
visions of  this  law  the  manufacturers  of  fertilizers  formed  associations, 
one  for  each  typo  of  product.    The  activities  of  the  associations  are 
concerned  with  all  the  main  factors  relating  to  the  manufacture  and  sale 
of  fertilizers.     The  real  significance  of  this  measure  lies? in  the  fact 
that,  without  the  approval  of  the  Government,  the  associations  cannot 
make  arrangements  for  controlling  production,  setting  up  sales  policies, 
or  fixing  the  selling  price  of  the  product.    The  law  has  not  been  in 
operation  long  enough,  however,   to  enable  one  to  judge  its  effect  upon 
the  price  of  fertilizers. 
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Tenancy 

The  burden  of  the  agricultural  depression  in.  Japan,  fell  heaviest 
upon  the  tenant  farmers,  whose  standard  of  living  even  prior  to  the  de- 
pression "bordered  on  destitution.     The  gravity  of  this  situation  lies  in 
the  fact  that  nearly  50  percent  of  the  cultivated  area  of  Japan  is  worked 
by  tenants  and  part-tenants,  paying  a  rent  in  kind  of  some  50  or  60  per- 
cent of  the  crop.    During  the  past  two  decades,  and  especially  since 
1939,  the  spread  of  tenancy  has  been  accompanied  by  such  a  bitter  strug- 
gle between  the  landlords  and  tenants  that  the  solution  of  the  tenancy 
problem  has  become'  of  fundamental  importance  to  the  Japanese  nation  as 
a  whole.  9j 

The  Government  could  not  fail  to  take  cognizance  of  the  situation, 
and  in  1924  it  passed  the  Tenancy  Disputes  Bill,  establishing  machinery 
for  settlement  of  disputes  between  landlords  and  tenants..   Under  this 
law  the  usual  course  of  adjusting  a  dispute  is  through  an  arbitration 
committee.     If  the  parties  in  dispute  express  their  satisfaction  with  the 
committee's  decision,  it  is  transferred  to  the  court  for  a  formal  ap- 
proval.   More  than  60  percent  of  the  disputes  are  settled  in  such  man- 
ner. 

Another  and  more  fundamental  line  of  attack  aims  gradually  to 
eradicate  tenancy  by  assisting  tenants  to.  become  land  proprietors*  In 
1926,  the  Government  decided  to  extend  to  tenants,  within  the  next  25 
years,  lo  ms  amounting  to  486  million  yen  ($139,000,000)  to  enable  them 
to  purchase  land.    During  the  8  years  following,  yearly  120,000  tenants 
were  assisted  in  the  purchase  of  136,000  acres,  or  slightly  over  one 
acre  per  tenant.    But  the  land  thus  acquired  represented  less  than  2 
percent  of  the  entire  rented  area.  . 

Realizing  that  at  such  a  rate  it  would  take  several  centuries  to 
convert  all  the  tenants  into  landed  proprietors,  the  Japanese  Government 
drew  up  in  1932  another  plan,  on  a  larger  scale,  embodied  in  a  peasant 
Proprietors'  Agricultural  Land  Bill.     It  called  for  an  expenditure  of 
2*8  billion  yen  (-$787,000,000)  for  the  purchase  of  nearly  one-third  of 
the  rented  land  area  during  a  period  of  35  years.    -This  bill,  however,  . 
failed  to  pass;   and  it  may  be  stated,  therefore,  that  to  date  no  signifi- 
cant reform  of  the  tenancy  system  has  been  carried ,out.     The  concilia- 
tion boards  help  to  settle  disputes,  but  little  has  been  done  by  way 
of  dealing  with  the  causes  underlying  the  conflicts  and  discontent. 
Any  attempt  to  convert  the  tenants  into  independent  farmers  calls  for 
great  concessions  on  the  part  of  the  landlords  or  large  expenditures  by 
the  Government,  or  both.    Neither,  however,  is  willing  or  financially 
able  to  undertake  such  a  task. 


9/  For  details,  see  "Farm  Tenancy  and  Japanese  Agriculture,"  Foreign 
Agriculture,  September  1937. 


Foreign  Agricultural  Policies 


55 


3m ergency  measur es 

In  addition  to  the  described  policies  to  aid  agriculture,  emer- 
gency measures  have  been  adopted  in  the  form  of  relief  work.     In  1932, 
the  Japanese  Government  and.  local  administrative  bodies  appropriated  a 
total  of  263  million  yen  ($74,000,000)  for  such  purposes.     Of  that  sum, 
only  88  million  yen  ($23,000,000)  was  spent  in  1933  and  53  million  yen 
($16,000,000)  in  1934.    As  only  part  of  these  sums  were  spent  in  payment 
to  farmers  for  labor,  the  assistance  was  of  relatively  little  signifi- 
cance.    Some  minor  steps  have  also  been  taken  to  readjust  the  farm  in- 
debtedness, but  expenditures  of  the  Government  for  this  purpose  have 
never  been  large. 

Agricultural  reform 

In  contrast  to  the  measures  that  aim  to  give  immediate  relief  or 
to  stabilize  agricultural  prices  at  a  profitable  level  is  the  more  re- 
cent effort  .to  study  the  problem  of  rehabilitation  of  the  country's  ag- 
ricultural economy  as  a  whole  by  a  special  National  Economic  Reconstruction 
Commission.     The  function  of  the  Commission  is  to  make  surveys  of  the 
agricultural  situation  through  the  Village  Sconomic  Planning  Commissions, 
particularly  with  reference  to  such  basic  problems  as  land  utilization, 
agricultural  credit,  taxation,  and  cooperative  marketing,  and  to  make 
recommendations  for  necessary  reforms.     In  this  connection,  much  is  be- 
ing made  of  the  spirit  of  mutual  assistance,   spiritual  regeneration,  and 
the  like,  elements  which  still  play  an  important  role  in  the  agricul- 
tural districts  of  Japan.    Meanwhile,-,  Japanese  farmers  are  still  strug- 
gling in  overpopuiated  villages  with  a  large  debt  burden,  high  interest 
rates,  unfavorable  price  relationships,  heavy  taxes,  poor  credit  facili- 
ties, and  an  unsolved  tenancy  problem. 

Effect  of  measures  on  Japanese  consumers. 

From  the  immediate  standpoint  of  the  consumer,  and  that  of  the 
country's  industrial  development,  there  was  advantage  in  the  failure 
of  Government  measures,  from  1929  to  1934,  to  raise  agricultural  prices. 
Cheaper  food  made  possible  the  maintenance  of  a  relatively  lower  cost 
of  living  throughout  the  country  and  was  also  one  of  the  factors  that 
kept  industrial  wages  and  industrial  costs  at  low  levels,  thereby  fa- 
cilitating exports.     The  advantages  thus  clerived  at  the  expense  of 
agriculture,  however,  may  be  short-lived.     Since  almost  half  of  the 
population  derive  their  income  from  agriculture,  the  sharp  decline 
of  agricultural  prices  meant  a  sharp  reduction  of  their  income  and  a 
corresponding  lowering  of  their  purchasing  oower  for  manufactured 
goods.     This  development  may  not  loom  large  in  the  eyes  of  the  urban 
consumers  during  a  period  of  ever-expanding  production,  chiefly  for 
export.     A  recession  in  the  export  trade,  however,  and  a  consequent 
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greater  dependence  upon  the  domestic  market  may  easily  erase  whatever 
gains  the  consumer  enjoyed  through  the  purchase  of  agricultural  products 
at  lew  prices. 

Effect  of  measures  on  United  States  agricultural  exports 


Since  Japan  has  never  "been  an  important  outlet  for  United  States 
agricultural  products,  except  cotton,  the  efforts  of  the  Japanese  Govern- 
ment to  aid  agriculture  have  had  very  little  effect  upon  agricultural  ex- 
ports from  the  United  States.     Nevertheless  our  discontinued  exports  of 
rice  and  much- reduced  exports  of  wheat  to  Japan  have  doubtless  "been  caused 
in  part  by  governmental  policies  looking  toward  self-sufficiency.  Cer- 
tainly our  negligible  exports  of  such  commodities  as  fruit  and  milk  prod- 
ucts   have  been  due  to  the  exceedingly  high  Japanese  customs  duties. 

With  respect  to  cotton,  the  recent  decline  in  United  States  exports 
to  Japan  cannot  he  attributed  to  the  agricultural  measures  instituted  by 
the  Government,   since  cotton  is  not  grown  in  Japan  proper.     At  the  present 
time,  the  cause  of  restricted  imports  of  American  cotton  must  be  sought 
chiefly  in  the  foreign-exchange  control  regulations,  and,   to  a  smaller  ex- 
tent, in  the  decline  in  exports  of  Japanese  cotton  goods.  10/ 


For  details,  see  "The  Japanese  Cotton- 'Textile  Industry  and  American 
Cotton,"  Foreign  Agriculture,  December  1937. 


